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Reporting at the quarter-century mark... 








National Steel 














ON SALES AND WAGES 


Because of sharply reduced buying by steel 
consumers in the first three quarters of 1954, 
National Steel’s total sales declined slightly 
below the half-billion dollar mark, compared with sales of more 
than six hundred million dollars in 1953, the highest mark in 
the history of the Company. National’s operations were con- 
ducted at an average rate of 74 per cent of capacity during the 
year. Employees enjoyed an hourly rate increase, but total and 
average wages declined as a result of the reduction in industry 
volume. In addition to money wages, other substantial pay- 
ments were made by the Company for such employee benefits 
as retirement annuities, group insurance, hospitalization and 
surgical care. An increase in steel prices only partially compen- 
sated for the increase in labor cost and related costs of goods 
and services. 





ON INCOME AND TAXES 


The change in net earnings for 1954 was primarily the result of 
the change in operations volume. Dividends were paid in the 
amount of $3.00 per share at the rate of 75 cents per quarter. 
The elimination of the Federal excess profits tax and lower 
earnings resulted in lower tax payments. Taxes continued to 
exceed earnings, however, amounting to $5.26 per share com- 
pared with earnings of $4.12. National Steel’s contribution to 
Federal, State and Local Government tax income during 1954 
amounted to more than 38 million dollars. 


ON NOW AND THE FUTURE 


Continuation of population growth and of the 
steady upward trend in per capita use of steel 
— —in the United States and the world as a whole 
—plainly indicate the necessity of continuing 
expansion of steelmaking capacity in the future. 
National Steel’ s record of consistent growth is being maintained 
in both current activity and plans for the future. In 1954, pro- 
vision for replacement of facilities was almost 38 million dollars, 
the peak amount in the history of the Company. Property 
additions amounted to approximately 60 million dollars, and 
expenditure of the same amount is anticipated in 1955. 





Notable features of our program of improve- 
4 ment and expansion in 1954 included an in- 
crease of 50 per cent in the capacity of the 
= No. 1 electrolytic line at Weirton, which 

produces our zinc-coated steel, Weirzin. A 
similar increase was made in the plating capacity of two tin 
plate lines, one of which is the largest in the steel industry. The 
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25 YEARS OF PROGRESS 


Founded November 7, 1929, the 
National Steel Corporation has 
now completed its twenty-fifth 
full year of operation. In the 
interim National Steel has in- 
creased its steelmaking capacity 
five-fold, has expanded finishing 
operations proportionately, and 
has adopted the latest and finest 
in steel-producing facilities and 
methods. In addition to this 
contribution to America’s indus- 
trial growth, National Steel has 
paid a dividend in every quarter 
since its inception, the March 
1955 dividend being the 101st. 


































ore carrier GEORGE M. HUMPHREY was added to our flet, 
and set a new Great Lakes record by hauling 22,379 tons of iron 
ore in a single trip. With this new ship, and the ERNEST TI. 
WEIR launched the year before, National operates two of the 
largest carriers on the lakes. The new Labrador-Quebec iron 
ore field, in which we have a substantial interest, began pro- 
duction on schedule and started the shipment of ore. 


In 1955, a blast furnace, now being rebuilt 
and enlarged from a 20,000-ton to a 50,000- 
ton monthly capacity, will be placed in serv- 
ice at Great Lakes Steel and will contribute 
additional pig iron required to bring steal 
production to full capacity. Another program at this location 
will increase production of cold rolled sheets by a minimum of 
50,000-tons per month, or 600,000 tons per year, by the end of 
1955. At Weirton new facilities to begin operation include a 
completely rebuilt 54-inch continuous hot sheet mill, a five- 
stand cold mill, a continuous annealing line, and the No. 5 
electrolytic line—each of which will be the fastest and highest 
capacity of its type. 





These projects and others scheduled for completion in 1955 will 
contribute importantly to an increase in the production of 
finished products, reduction in costs, further improvement of 
quality, and, therefore, to an increase in the earning capacity 
of National Steel Corporation. 





HIGHLIGHTS OF 1954 
1954 1953 


Net Sales . $484,058,380 $634,178,060 
Net Income . 30,334,871 49,174,080 
| Net Income per share . 4.12 6.68 
| Total Payrolls . . . . 187,294,064 159,822,220 


| Total Dividends Paid. 22,009,698 23,862,229 

















A copy of our Annual Report for 1954 will be mailed upon reques'. 
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Pittsburgh, Pa. 


Owning and Operating 
Weirton Steel Company « The Hanna Furnace Corporation « Great Lakes Steel Corp. 
National Steel Products Company « Hanna Iron Ore Company + National Mines Corp. 
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is for atom 


You can put a billion of them on 
the head of a pin, but they’re still 
the biggest thing in the world to- 
day—and still hold practically lim- 
itless possibilities for tomorrow. 

That’s why our Research De- 
partment decided to explore those 
possibilities for the benefit of in- 
vestors—has just published its 
findings in a 32-page report that’s 
yours for the asking. 

The booklet begins with a brief 
history of atomic energy and the 
people who brought it about... 
gives you a pretty good idea of 
just how far we’ve come up to 
now ... then takes up in turn 
each of the important factors that 
should influence the future. 

You'll find a thorough-going 
review on the problems of produc- 
tion .. . see why thorium, phos- 
phates, and processing play a big 
part... read how the fortunes of 
163 companies in everything from 
pharmaceuticals and food to trans- 
portation and power may be af- 
fected as the atomic age progresses. 

If you’d like to have a much 
better idea of just where to stand 
on the investment opportunities 
in atoms, read “THE ATOM... 
AND INvesTors.” There’s no charge 
for your copy, simply call or 


write— 
Department SF-30 


MERRILL Lyncu, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 
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1954 surpassed all 
previous records in sales 
of gas and electricity, 
gross operating revenue 


and number of 
customers served. 
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Highlights OF THE YEAR'S OPERATIONS 


Gross operating revenues from all 
sources reached a new peak of $386,- 
244,000 and exceeded those of the pre- 
vious year by $22,139,000, or 6.1%. In 
addition, miscellaneous income amount- 
ed to $1,035,000, consisting principally 
of dividends from subsidiary companies. 


Sales of electricity to customers totaled 
15,042,000,000 kilowatt-hours, or 1.8% 
over those of the previous year. In 
addition, we delivered for the account 
of others 943,000,000 kilowatt-hours. 
Combined sales to customers and de- 
liveries for others exceeded those of 
1953 by 5.0%. 


Sales of gas to our customers totaled 
243,508,000,000 cubic feet, an increase 
of 16,455,060,000 cubic feet, or 7.2%. 
In addition, 71,092,000,000 cubic feet 
of gas was transported for use in our 
steam-electric generating plants and 
for other Company uses. 











At the year-end we were supplying 
service to 2,973,590 customers in all 
branches of our operations. The net 
gain for the year was 244,422, of which 
139,642 were acquired on August 31, 
1954, as a result of the merger of Coast 
Counties Gas and Electric Company. 


We experienced a further gain in the 
number of stockholders participating 
in our ownership. At the year-end we 
had 217,336 stockholders of record, a 
gain of 10,253 for the year. Of the total, 
88,259 were preferred stockholders and 
129,077 common stockholders. 


Control of Pacific Public Service Com- 
pany was acquired in February 1954. 
The company and its principal sub- 
sidiary, Coast Counties Gas and Elec- 
tric Company, were merged into this 
Company on July 30, 1954 and August 
31, 1954, respectively. 


Expenditures for expanding and enlarg- 
ing our facilities totaled $170,933,000 
for the year, or about $26,000,000 be- 
low the peak established in the previous 
year. A further reduction in these ex- 
penditures is anticipated in 1955. 


. C. Christensen, Treasurer, 245 Market St., San 
Francisco 6, California for a copy of our Annual Report. 
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In order to offset the higher cost of 
out-of-state gas purchased by the Com- 
pany, higher gas rates estimated to 





increase our gross revenues $7,073,000 
annually were placed in effect on De- 
cember 1, 1954. On a full year’s basis, 
this increase will add about 20 cents a 
share to our earnings. 


Bonds and preferred stock with an ag- 
gregate par value of $85,000,000 were 
sold to finance our continuing construc- 
tion program. About 681,000 shares of 
common stock and 72,000 shares of 
preferred stock were issued in exchange 
for securities of acquired companies. A 
$65,000,000 bond issue was sold to re- 
fund our outstanding Series V bonds. 


Net earnings for the common stock 
amounted to $2.89 a share compared 
with $3.12 in the previous year, both 
based on the average number of shares 
outstanding in the respective periods. 
Based on end-of-period shares out- 
standing, our earnings were $2.88 a 
share compared with $2.82 a share in 
the previous year. 


PRESIDENT 


Pacific Gas and Electric Company 


245 MARKET STREET + SAN FRANCISCO 6, CALIFORNIA 


P.G.&E. Serves 46 of California’s 58 Counties... 
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Industry 
Business 


The Trend of Events 


THE OPENING WEDGE . . . Representatives of the 
United Auto Workers-CIO and the two largest auto 
companies, General Motors and Ford, are now ac- 
tively engaged in their annual bargaining over a 
wage contract. Most spectacular of the union’s de- 
mands is designed to bring about the guaranteed 
annual wage. According to the general framework of 
the plan, it is doubtful that this form of increased 
income security for the workers is within the power 
of the automobile companies to grant as the cost 
would be entirely uneconomic. 

Furthermore, before management could even con- 
sider agreeing to such a plan, it would require ex- 
tremely important concessions from labor which, in 
fact, would nullify many of the gains which the 
unions have made in recent years with respect to the 
working conditions of their members. At stake, for 
example, would be freedom of the unions to strike— 
which manifestly would become impossible under the 
guaranteed wage scheme—seniority provisions which 
the unions zealously guard, and the ending of 
“featherbedding” and similar practices. 

From this aspect, the Auto Workers-CIO would 
seem to be entering current negotiations less with a 
view of attaining its goal of 
a guaranteed wage at this 
time than of creating an en- 
tering wedge that would fa- 


tilitate this aim in future ne- ness trends contained in 
gotiations. For this reason, “What's 
the outcome of the current | 


bargaining will be awaited 
with unusual interest, if not 
some anxiety, by the industry 
as a whole, for there is no 
reason to doubt that any sub- 





We recommend to the attention of our 
readers the analytical discussion of busi- 


Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


stantial concessions by the managements of the two 
great auto companies on the guaranteed annual 
wage would pave the way to a more conclusive vic- 
tory by labor in later years. 


DR. SALK’S VACCINE... The world has thrilled to 
the news that the years-long research and experi- 
mentation of many medical and laboratory scientists 
has finally culminated in the miraculous discovery of 
Dr. Salk. Parents all over the world will be grateful 
for the knowledge that at long last a way has been 
found to spare their children from the dread scourge 
of “polio”. No one could have received this mo- 
mentous news without being deeply moved by this 
immense accomplishment, one of the greatest in the 
history of mankind. 

On a more mundane but highly important level, it 
may also be permissible to point out that the rescue 
of hundreds of thousands of children in this country, 
and many millions of others in foreign lands, from 
a lifetime of uselessness caused by the crippling ef- 
fects of the disease will result in the eventual saving 
of vast sums now used for the care and protection of 
those stricken too late to be helped by the new vac- 
cine. This is a reminder that 
disease takes a terrible toll, 
not only of life and health, but 
of financial resources, both 
personal and governmental, 
and that the final hoped-for 
victory over all the hitherto 
incurable scourges of man- 
kind will permit the release of 
immense sums for other and 
more pleasantly constructive 
purposes which have for their 


our column 


This 
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end the comfort and happiness of mankind every- 
where. 


MINOR MIRACLE IN PUERTO RICO... Under the im- 
aginative and progressive leadership of Governor 
Luis Mufioz Marin, Puerto Rico which for long has 
been one of the sorest spots in the American eco- 
nomic hegemony, is at last finding for itself a place 
in the sun. With the end of World War II, a broader 
base for the economy than the production and sale 
of rum had to be found. From excise taxes collected, 
the funds were found to remake the economy. Agri- 
cultural reforms were imposed from on top and in- 
creasing revenues permitted the establishment of 
new industries. Because time was of the essence, it 
was necessary to establish a Planning Board, which 
though semi-socialistic in form, had for its objective 
the creation of an entirely new private enterprise 
system. This has been most successful, with the re- 
sult that in addition to attracting capital from the 
States, it has through its own means developed an 
efficient power system, which, in turn, will furnish 
the foundation for the creation of new industries. 

Probably, the most important recent development 
with respect to attracting capital from the United 
States has been the enactment of laws freeing manu- 
facturers setting up new plants from full exemp- 
tion from local taxes for a 10-year period. Since 
Federal taxes do not apply in Puerto Rico, manufac- 
turers are presented with an unusual opportunity to 
develop their plants. As a result, according to offi- 
cial figures, some 300 odd new plants have in recent 
times been located in Puerto Rico, as a result of 
these new incentives. 

It is not surprising that the example of Puerto 
Rico should be studied by observers from under- 
developed countries not only in Latin America but 
in other parts of the globe. Much, of course, remains 
to be done. Unemployment continues to be a for- 
midable problem but if the government of Puerto 
Rico can manage to maintain the economic gains of 
the past year or two, this problem will become less 
of a factor in time. In any case, we have before us 
a most interesting example of a small people, led by 
an energetic and modern government, which is ac- 
tively engaged in developing its resources, without 
depending on largesse from the outside. For this, we 
have the energetic leadership and foresight of Gov- 
ernor Mufioz to thank. 


RAISING THE REDISCOUNT RATE... The raising of 
the rediscount rate in a number of Federal Reserve 
districts to 134.% from the previous rate of 114% 
had been expected since the beginning of the year. 
Actually, the higher rate is not as significant as 
might appear at first glance, as it is merely an offi- 
cial acknowledgment of the prevailing position of 
the money market. In the past few months, money 
rates have hardened, though quite unobtrusively. 
This has been inevitable in a period of increasing 
demand for credit as a result of the expanding econ- 
omy. Inasmuch as demand now somewhat exceeds 
supply, it is logical that the money rate should be 
higher. 

Thus far, the Federal Reserve system and the 
Treasury have managed the transition from an inor- 
dinately low rate of a year ago to the slightly higher 
rates of the present with consummate skill. Officials 


£ 





in charge of our credit and money system realix 
that an abrupt change from money ease to mong 
scarcity would do untold harm to the economy anj 
reverse the present strong trend in business. There. 
fore, they are not apt to take action likely to jp. 
terfere with the present satisfactory condition of 
business. At the same time, however, they cannot ig. 
nore the slow shifting from a moderate to a rising 
tempo of demand for funds caused by the increasing 
requirements of business in a period of rising actiy. 
ity. If necessary, therefore, it may be expected that 
should business volume increase, even higher inter. 
est rates will be seen but the change, as heretofore 
will be gradual and moderate. 






DIVIDENDS, EARNINGS AND THE PRICE OF STOCKS... 
Many investors are baffled by the discrepancy be. 
tween earnings, dividends and the price of stocks, 
They find it difficult to understand why some stocks 
should sell at very high prices when there is appar. 
ently nothing either in the rate of dividends or 
earnings to warrant it. Their puzzlement is even 
greater when they try to find the reason for the low 
price of other stocks though apparently their divi- 
— and earnings would seem to warrant a higher 
evel. 

One of the hardest things to learn about stocks is 
that current dividends and earnings are less impor- 
tant than their long-term trend. If current dividends 
and earnings, which are known factors, were the 
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determinant factor in stock prices, the problem of 
selecting investments would be far less complicated 
than it is in reality. The fact, however, is that it is 
not so much the concrete current manifestation of 
earning power and dividend payments on which 
stock prices are based but on the intangible factor 
of future earning power, especially the long-term 
trend of such earning power. 

Since long-term earning trends can be more easily 
determined for corporations with a well-established 
tendency toward growth in earning power, con- 
sistently demonstrated over varying periods in their 
history, it is logical that serious investors, and this, 
of course, includes the largest institutional investors, 
should concentrate on this type of issue rather than 
on issues which are relatively limited as to growth 
possibilities. For it should be clear that stocks which 
possess a limited growth potential normally will have 
very little appeal. for the more influential classes of 
investors who, in reality, determine the trend of 
major stocks over the long run, rather than the great 
mass of undiscriminating investors. 

The persistent and discriminating accumulation of 
selected issues by the largest investors has the most 
powerful long-term effect on their market price but 
since this buying is concentrated essentially in the 
highest grade securities with the most convincing 
outlook for growth, the great body of stocks is auto- 
matically excluded from the massive support with 
the largest investors are in a position to give to the 
issues in which they are vitally interested. This is 
another way of saying that stocks of a less dominant 
character normally lack the type of support and ac- 
cumulation granted to the better grade issues and, 
hence, command relatively lower prices. This, of 
course, is reflected in the yield pattern of such issues 
which characteristically may be obtained at a rate 
of return that, on sur- (Please turn to page 208) 
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By CHARLES BENEDICT 


THE WEST VS. THE WEST 


be great advantage that the Soviet Union 
has over the United States is the solid front that the 
communists present to the world—while the United 
States is continually under attack and criticism from 
Western leaders. This absurdity has given our diplo- 
mats an inferiority complex and makes us look as 
though the United 
States cannot do any- 







thing that is right— 

that everything we do 

is wrong. ASIAN- 
And now comes Les- \ AFRICAN / 

ter B. Pearson, Cana- NATIONS 


dian Secretary of State 
for External Affairs, 
the latest critic, who 
says,—“‘that the West 
must show that it does 
not propose to trade 
Coca-Cola for Confu- 
clus.” 

It is evident that 
when Mr. Pearson re- 
fers to the West and 
Coca-Cola he is refer- 
ring to the United 
States. And yet this 
country does not consti- 
tute the entire West. 
Canada too is of the 
West. But Mr. Pearson 
does not say what ef- 
forts Canada is making 
or intends to make that 
will give the Orient 
something “besides 
Coca-Cola”. 

Also, as far as our 
money is concerned, Mr. 
Pearson warns the 
“West’—the United 
States—against enter- 
taining any such false 
ideas “that we can pur- 
chase allies”. This is 
fantastic, for I do not 
believe even the man in the street, let alone any 
intelligent leader, has any such false notions. In fact, 
we have humbly offered our money to the various 
countries around the world without hope of favor—or 
even understanding of the goodwill that prompts 
such action—which is to help the various people get 
on their feet,—and take them out of the misery of 
a subsistence level to a better way of life—to tide 
them over to the time when their contact with com- 
munism shows them that it means slavery even 





APRIL 30, 


1955 


CHOU EN-LAI AT THE BANDUNG CONFERENCE 


worse than they have endured, not only from colo- 
nialism under the white man—but from the bitter 
exploitation from their own kind. 

The first genuine satisfaction we have had for our 
effort and the money spent to serve the peoples of 
the world, for which the citizens of the United States 
have been substantially 
taxed,—-was the speech 
by Brigadier General 
Carlos P. Romulo—and 
I for one want to ex- 
press my gratitude to 
that fine gentleman for 
his courageous stand in 
telling the truth to Chou 
En-lai, of Red China, 
and Pandit Nehru of 
India, in a conference 
0 they thought they had 
“rigged” to give the 
United States a good 
drubbing. 

It should teach Mr. 
Pearson of Canada a 
lesson he badly needs, 
for in criticizing the 
United States without 
giving us credit for the 
good we have done, he 
cannot avoid calling at- 
tention to the fact that 
Canada has done little 
or nothing herself in 
assisting the less fortu- 
nate nations. As a mat- 
ter of fact, we would 
appreciate hearing what 
effort Canada is plan- 
ning to make in the 
“cultural field” in deal- 
ing with the Orient. As 
\ a starter, we would like 
to suggest a translation 
of Shakespeare in the 
various languages to 
counteract Coca-Cola. 

And what about the Bible to counteract Confucius! 
Is it not time for our so-called friends in the West 
to stop denigrating our motives? Every conceivable 
reproach has been hurled against us. We are charged 
with being “war mongers” and imperialists — a 
splendid assist to communist propaganda. We are 
pictured as culturally backward, despite our vast 
complex of splendid universities, museums, scientific 
institutions, and musical organizations. Is it a won- 
der that the American people are so — 
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Market Showing Continuing Instability 


Attainment of new bull-market highs by the industrial and rail averages was followed 


last week first by irregularity, later by a sizable dip in advance of news of the further 


boost in margin requirements. More correction might be needed. The situation calls for 


increased caution and discrimination in portfolio management. 


By A. T. MILLER 


| upward tendencies in the stock 
market were extended during the last fortnight, 
taking the daily industrial and rail averages to new 
bull-market highs, but leaving utilities moderately 
under the prior high recorded March 4. Trading 
volume showed no significant expansion on strength 
in stock prices, and remained considerably under 
the year’s previous highest levels. The bulk of the 
past fortnight’s maximum rise had been recorded 
by the forepart of last week. It was followed by 
some churning around, reflecting profit taking and 
reduced demand, leading to a sell-off in the final 
trading session. News of 1955’s second boost in 
margin requirements, putting them to 70%, came 
after the close of last week’s trading, and was no 
surprise. 


Whether the current dip has more than transient 
significance remains to be seen. A period either of 
sidewise drift in the averages or some further cor. 
rective recession could be justified on technica] 
grounds alone. Thus, through Monday, April 18, the 
Dow industrial average had risen in nine consecutive 
trading sessions for a total of more than 15 points, 
marking an advance of over 37 points from the 
mid-March reaction low and extending its prior 
bull-market high, recorded March 4, by nearly 9 
points. Last week’s best closing level, reached 
Wednesday, April 20, was only a fraction above 
Monday’s close. Rails advanced in 10 out of the 11 
trading sessions to April 20 for a total gain of about 
1014 points, making a rise of nearly 19 points from 
their March 14 low and adding nearly 9 points net 





MEASURING MARKET SUPPORT 
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to their major rise, as measured from 
the prior high attained March 4. 


‘THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
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Some Caution In Order 





The market had an abnormally sharp 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


gaining over 16% in little over two 
months, compared with a net rise of less 
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of last year, together with 
pronounced selectivity. In- 
stitutional and individual} 325 
investors have plenty of 
cash to employ, but there} 3). 
are limits in the willing- 
ness of prudent and in- 
formed buyers to reach 
for common stocks. From 
time to time in recent 
months they have “gone 
on strike”, awaiting better 
opportunities created by 
reactions. We may now 
be at another such time. 4\0 

The upside leadership} 400 
on this phase of rise has} 165 
been generally better than 
that either in late 1954 or 
on the upswing from mid-] 55 
January to early March. 
Despite numerous excep- 
tions, good-grade issues,| 150 
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TREND INDICATORS 
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including growth stocks] 67 
and conservative income 65 
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“cats and dogs” in at least} ¢ 
partial eclipse. Apparently| s 
the January boost in mar-| 4 
gin requirements fron] 3 
50% to 60% has had some} 2 
effect in watering dowr] , 
speculative activity. Tha‘|] , 
is seen in (1) the partia 
shift away from specula 
tive leadership; (2) the 
fact that trading volume 
on this rise has at no time reached the levels either of 
early January or during the sharpest portions of the 
March 4-14 sell-off ; and in (3) the sharply slackened 
rate of rise in credit used for margin buying, even 
though the trend of the latter has so far remained 
upward. Bearing on this point, net debit balances 
of customers of Stock Exchange firms (excluding 
loans on Government securities) rose only $62 
million in March, against $74 million in February, 
$129 million in January and $185 million in Decem- 
ber. If this trend is not further slowed or halted 
by the present 70% margin, the latter no doubt will 
be raised further later on. 

Common stocks were generally and largely under- 
valued at the start of this bull market in September, 
1953. Although the starting level was far from a 
historically low one, it was highly advantageous for 
investors in the realistic terms of yields and price- 
earnings ratios. Yields on representative industrial 
equities were around 6.25% and nearly 90% above 
available yield on high-grade corporate bonds. Yields 
today are only slightly above a 4% average and 
only some 35% above bond yields. While dividends 
are rising and promise to rise further, this is a 
gradual trend; and stock prices have run well 
ahead of it. At the September, 1953, low, repre- 
sentative industrials sold around 8.5 times earnings. 
The ratio is about 13.5 times now, on 1954 earnings, 
and perhaps something like 12.6 to 12.8 times 
probable higher 1955 earnings. There are no real 
bargains left. 
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The Wisest Policy 


Investors for income must accept yields of 4% 
to 5% on conservative slow-moving issues, such as 
utilities or the small minority of stable-income in- 
dustrials of the type of National Biscuit, Borden, 
National Dairy Products, Sterling Drug, Melville 
Shoe, Wrigley, etc. — or move increasingly into 
good-grade preferreds, averaging only slightly under 
4% in yield, or into bonds at yields of 3% or less. 
Buyers of favored growth stocks must expect in 
most cases to wait several or more years for earn- 
ings and dividends to justify present prices, which 
is a considerably less attractive proposition for indi- 
viduals than for institutional funds. Those seeking 
capital gains in cyclical and speculative stocks have 
to recognize that prior advance has largely reduced 
the “‘percentage potential” and increased the risk 
factor. 

This is no argument against long-pull holding of 
promising stocks. It is an argument to “stop, look 
and listen’; and to get more, rather than less, 
cautious, prudent and selective. Many people fancy 
themselves as long-pull investors when the market 
is going up, but think otherwise when it tops out. 
Where such people have large profits on amply- 
priced stocks, they should salt away at least a sub- 
stantial part thereof in savings deposits, bonds or 
good preferred stocks. Whether this market’s top 
is near or some months ahead, the “cream is gone” 
and no bell will ring when the turn comes. Mean- 
while, reactions will no doubt accommodate those 
under real pressure to invest surplus funds for 
longer-term objectives. — Monday, April 25. —-END 
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By W. L. RADFORD 


., the past two years, the increasing number 
of mergers has caused some concern lest this bring a 
greater concentration in industrial power, than is 
desirable in the nation’s interest. As a result of this 
development, the government, through the Attorney- 
General’s office, took note and ordered a study of 
anti-trust laws with a view to determining whether 
they needed strengthening. Many were surprised 
that a conservative Administration would take a 
stand that for years was considered highly preju- 
dicial by “Big Business”. Yet, while there has been 
very little excitement among the nation’s industrial 
leaders, there has nevertheless been much confusion 
concerning the Administration’s objectives among 
the public at large. 

On surface, of course, the growth of giant corpora- 
tions would seem to imply that we are returning to 
the days of monopoly. A good deal of criticism is 
heard from different sources regarding the way in 
which our greatest corporations are growing, espe- 
cially in view of the fact that the little companies are 
relatively not faring nearly as well. This is bound 
to cause a good deal of envy among the less fortu- 
nately placed companies. 

Still, when all is said and done, it will be seen upon 
examination of the facts that “monopoly” in the 
United States to-day is very different from that of 
several generations ago. In a sense, the bulk of the 
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Forces Driving 
Us Toward 
MONOPOLY 


nation’s business is concen- 
trated in the hands of possibly 
as little as 3,000 corporations, 
ranging from $50 million in as- 
sets to several billions. But 
these corporations, through 
subcontracting, afford business 
to hundreds of thousands of 
smaller entities. So that, if as 
some claim, we are back in the 
days of monopoly, it is at least 
a beneficial, rather than an ex- 
ploiting force. 

Sometimes it would appear 
that the American business 
community is susceptible to the 
same kind of hypnotism which 
Hollywood press agents exer- 
cise in exploiting their super- 
colossal productions. Assuredly 
there have been many indica- 
tions that many business men 
are under the impression that 
one or more agencies of the 
Federal Government contem- 
plates a devastating campaign 
against mergers of commercial 
and industrial organizations 
and against monopolies in general. Moreover, the 
business community also seems to be under the im- 
pression that large segments of American business 
are either about to merge their interests or already 
have done so. 

The simple truth is that the Federal Government 
cannot contemplate any such descent on the business 
community in view of the realities of the situation 
and what is of equal if not greater importance, there 
have not been enough mergers materially to alter 
the business landscape to any essential degree. 


Peculiar Working of Concentration in Auto Industry. 


The situation which has been causing so much 
gossip in the business press might be likened to the 
phenomenon of telephone calls. Everyone remembers 
when he gets a wrong number; he pays no attention 
to the vastly greater volume of right numbers with 
which he is connected. Thus, while the business man 
is deeply impressed by reading or hearing about the 
increasing number of mergers, he ignores the cases 
of the companies which do not merge. To go still 
another step, he pays no attention to the companies 
which, like the amoeba, divide into other companies, 
producing an expanding rather than a contracting 
business population. 

There have been in recent years, obviously, some 
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very important centripetal movements, probably the cannot speedily be accomplished. While the Bureau 
most notable example being that in the automobile of the Census at the present time has thousands of 
industry. The history of the automobile industry in persons engaged upon a census of manufactures and 
the United States reveals a total of 2,700 different upon compiling figures previously gathered, the 
makes. In the period between 1900 and 1920, there latest definitive figures are no later than for the 
were 1,500. This total includes the electrics, the year 1947. There have been many changes since that 
steamers and the gasoline cars and trucks as well as date; indeed, there has been a noticeable movement 
the special and more or less short-lived ventures such toward the merging of companies in important in- 
as the air-cooled. dustries. But the strong probability is that when the 

A great variety of pressures drove these manu- figures for, say 1954 are compiled, they will not 
facturers out of business or into combinations or, in show a dangerous concentration of business result- 
some cases, into other lines of manufacture. At any ing in few independent concerns; in all likelihood 
rate, the 1921 National Automobile Show had only it will be shown that there were more businesses in 
87 companies exhibiting. Today five companies make 1954 than there were in 1947! What is true of course 


99.7 per cent of all motor vehicles. is that the giant companies are getting bigger, with- 
To be sure this is concentration on a scale never out halting the spread of smaller companies. 
known before. Or so it appears to the observer. It Law enforcement officers and politicians have 


seems especially so to quite a number of politicians always been alert to any movement which remotely 
who are quick to take alarm at the whisper of suggests a food trust and there have been many 
monopoly. The clear fact is that, so far as the anti-trust suits filed in various branches of the food 
American economy is affected, there has been no field. In every recent generation cartoonists have 
menacing concentration of industry but rather the made reputations on portrayals of the beef trust 
reverse. Each of the five great motor manufacturers or some other giant. In that light it is interesting to 
today has thousands upon thousands of sub-con- note that there were 1,392 meat-packing firms in 
tractors with the result that instead of the 2,700 1939 but by 1947 these had grown to 2,153. With 
firms making automobiles, referred to as to aggre- the changes which have come about in the last 
gate in automotive history, there are at least 100,000 generation or two, there has been a tremendous 
firms engaged in making parts and elements of increase in the consumption of canned goods. Home- 
automobiles! Never in our history has the business canning, save in rural districts, is but a fraction 
of the manufacture of automobiles been so widely of what it was and here, if anywhere, is a tempting 
disseminated in actuality. field for merger and monopoly. And ,et while in 
As a matter of course, the public thinks of the 1939 there were 3,058 companies engaged in can- 
automobile industry as concentrated largely in a ning and refrigerating (the rapidly developed frozen 
relatively few cities such as Detroit and Flint. As food industry) by 1947 these had grown to 3,825. 
a matter of fact, the manufacture of automobiles, and are now undoubtedly at an even higher figure. 
through these sub-contractors is disseminated over It is unquestionably true that big meat packers 
many of the States of the union. And, in passing, and big canners exist, seemingly likely targets for 
it may here be emphasized that a labor dispute and prosecution but big as they are the country is 
more especially a strike in the industry is not an bigger and has so much room for so many more 
affair merely of Detroit or Flint but its effects are businesses that the law has the utmost difficulty 
scattered as widely as are the multiple thousands in showing anything like a monopoly. There is 
of sub-contractors! scarcely a town in the land which does not, in addi- 
What applies to the automobile industry applies tion to representatives of the big packers, have its 
to many other large apparent concentrations of own locally owned meat packer! 
business and industry. These facts are not hidden In the food field it is found that there has been 
from the Attorney General nor from the Federal an apparent concentration of the dairy products 
Trade Commission. That is a prime reason why these business and, of course, no finer target could be 
law enforcement agencies will be slow indeed to found for the politicians than a milk trust. But, 
find a situation, arising from mergers, in which the to some extent the drop from 9,497 firms in 1939 
public interest is jeopardized within the meaning’ to 5,423 in 1947 is accounted for by the absorption 
of the statutes the purpose of which is to preserve of independents by such geat cooperatives as the 
competition and prevent monopolization. Land ’o Lakes and the New York State Dairymen’s 
So vast is the maze of American business the mere League. One of the merger cases under study by 
task of tabulating what exists is something which the Federal Trade Commission is indeed in the 


Total Assets of Manufacturing Corporations 
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flour milling field. And yet companies engaged in 
flour milling and flour products grew from 3,746 
in 1939 to 4,206 in 1947. 

The great prototype of all monopolistic bugbears 
has been the Standard Oil Company. It might 
almost be said that at one time little children were 
frightened by the ogre of John D. Rockefeller and 
all he stood for as the arch oppressor of all mankind. 
Petroleum and its major products, gasoline and fuel 
oil, are fugitive substances, difficult and dangerous 
to handle but the business has proved sufficiently 
attractive so that the number of firms engaged in 
the business rose from 1,227 in 1939 to 1,387 in 
1947. When John Rockefeller started in business 
his chief market was the supplying of kerosene 
for lamps. That lamp has long been outmoded 
(although by no means extinct) but with all the 
changes so great and diverse is the market that 
even the archaic candle has by no means been finally 
extinguished. In 1939 there were 28 establishments 
engaged in the manufacture of candles. In 1947 
there were 54! 


Mergers Move With Nation 


It might be said that no matter how big industrial 
concerns grow through mergers and otherwise, 
they can not outstrip the Nation which always and 
ever moves ahead with its fantastically diversified 
demand. In the lifetime of a very large proportion 
of the American people there was no such thing as 
an aircraft industry. Yes, there have been airplanes 
but most of them in the hands of the military or 
in more or less experimental stages. Assuredly the 
industry did not rank with the great basic steel, 
transportation, food and similar industries. Yet 











today, the aircraft industry, including manufactur. 
ing and operation, is one of our greatest. In the 
eight years from 1939 to 1947 it grew from 13] 
companies to 332, and is much larger today, if the 
companies equipping the industry are included. 

But, for contrast, consider perhaps the homeliest 
of industries in that its mechanical product entered 
most of the homes of the nation. For years the sey. 
ing machine industry was indeed concentrated. There 
were but a handful of makes — Singer, White, 
Wilson — those household words. Yet this quite 
remarkable early concentration of industry, with- 
out, by the way, the intervention of any govern. 
mental campaign, had by 1939 grown until there 
were 39 different makes. In only eight years more, 
in 1947, there were by the grace of invention and 
demand no less than 70 different sewing machines 
finding an American market! 

Politicians have warned from every hustings of 
the Harvester Trust and similar bogeys preying 
upon the bewildered farmer through merger and 
monopoly. Well, in 1939 there were 421 establish- 
ments making tractors and farm machinery. By 
1947 these had merged in reverse (if there is such 
a phenomenon) until by 1947 there were 1,102! 































































Government and Anti-Trust Laws 





In August, 1953, the Attorney General, Mr. 
Herbert Brownell, appointed a committee to study 
the anti-trust laws with a view to recommending 
ways in which they could be improved in the public 
interest. This committee of about sixty members, 
included the very flower of the American bar, and 
had the assistance of liaison counsel named by the 
Department of Justice, (Please turn to page 205) 














— Important Mergers Completed 1954-1955 - 











AMERICAN MOTORS CORP. 
Nash-Kelvinator 
Hudson Motor Car Co. 
Ryan Industries Inc. (Electronics) 


STUDEBAKER-PACKARD CORP. 
Packard Motor Car Co. 
Studebaker Corp. 


OLIN MATHIESON CHEMICAL CORP. 


Olin Industries, Inc. 
Mathieson Chemical Corp. 


BURLINGTON INDUSTRIES, INC. 
(change of name only) 
Goodall-Sanford 
Pacific Mills (Control) 


M. LOWENSTEIN & SONS 
Wanmsutta Mills 


GRACE (W. R.) & CO. 
Davison Chemical Co. 
Dewey & Almy 


RUBEROID CO. 
Ebsary Gypsum Co., Inc. 








EAGLE-PICHER CO. 
Fabrican Products, Inc. 


GENERAL DYNAMICS CORP. 
Consolidated Vultee Aircraft 


TEXTRON-AMERICAN, INC. 
American Woolen Co. 
Textron, Inc. 


Robbins Mills 


CHEMICAL-CORN EXCHANGE BANK 
Chemical National Bank 
Corn Exchange Bank Trust Co. 


ALLIS-CHALMERS 
Gleaner Harvester 


BABCOCK & WILCOX 
Globe Steel Tubes 


CARRIER CORP. 
Affiliated Gas Equipment Co. 


DAYSTROM, INC. 
Heath Co. 
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Companies Involved in 
Renegotiation 


By HENRY L. BLACKBURN 


(Editor’s Note: The President’s recent message to 
Congress urging revision of the 1951 Renegotiation 
law and extending it through 1956 obviously is of 
great importance to companies which do a great deal 
of defense business with the government. This arti- 
cle, written by one of the acknowledged authorities 
om the subject is a detailed study of renegotiation 
and will be read with much interest by corporation 
executives and investors.) 


or contract renegotiation—like its first 
cousin, the corporate income tax—will probably be 
with us for a long time to come. 

The story of renegotiation is written in ceiling- 
high files in various parts of the country: in the 
government procurement offices, in contractors’ and 
subcontractors’ plants, in the Renegotiation Board, 
In the U. S. Tax Court, and, of course, in Congress. 

As to the current chapter, about to be written on 
Capitol Hill, all signs point to the extension of re- 
negotiation for at least one and possibly two years. 

That being so, the future of corporate earnings or, 
more properly, that part of the earnings which will 
be retained, may best be reflected in a study of what 
has gone before and what the arguments will be 
during the upcoming debate in Congress on ex- 
tending renegotiation. 

Billions of dollars in refunds to the government 
are involved. The World War II renegotiation agen- 
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cies recovered profits of more than eleven billion 
dollars from industry, most of it from corporations. 
The current Renegotiation Board, functioning only 
since October 1951, had by the end of last year 
ordered 1,721 contractors to make refunds of 232 
million dollars in excessive profits. 

Renegotiation officials feel that these figures rep- 
resent only a fraction of the real savings to the 
government through voluntary reductions in prices 
by suppliers aware that their contracts would ulti- 
mately be re-examined. 

There is technically no renegotiation authority on 
the statute books right now. The basic law under 
which the Renegotiation Board now operates is the 
Renegotiation Act of 1951. Actually, the Board has 
such a backlog of cases that its work on “£1951 Act” 
cases can continue for years hence, or as long as 
Congress gives it operating money. 

As the defense program continues, the renegotia- 
tion authority, like taxes, is considered a “must” in 
Washington. The principal question is not when 
Congress will act, but what, if any, changes will be 
made in the 1951 law as amended. 

To put renegotiation problems today in their 
proper perspective, regard the following elements: 

1. Renegotiation laws passed during World 

War II and since. 

2. Current bills to extend renegotiation. 
3. The President’s recent message urging Con- 

gress to extend the 1951 law through 1956. 

4. The attitude of industry, and the changes it 
has proposed. 

















— 
Type of Company That May be Affected by New | 
Renegotiation Claim 
1954 
Net Per 1954 
Share Dividend 
SD IMRINGE |<... seuscgensgasacunsebaosanne $ 5.62 $ 2.00 
II, ssh cncapaceeceesbiasess ecebicens 11.39 2.00 
RIN 6ccsnsiccossscinuscesdbsibensscteaneains 2.13 4.50 
MIIIUUMIIUD ossnscscsacsesecssasoiessecsessacssctenssene 2.50 1.00 
IIE sc <ccnhcostnsasecinccesinunentayes 9.80 4.33 
IT NINETIES a ss accscatoncsesacceccdenetaneeioes 4.72 1.62% 
III. a. scacodaaebhssunctondisesateantennrsea 9.06 5.00 
SII <i cedcechacndcasbassknasstuscaencsntoasrsteabecavaies 7.94 2.85 
North American Aviation ...............::::000 6.46 2.75 
Radio Corp. of America ............0..cc 2.66 1.20 
MIRTIIOIIN, asseuinscsccsusnnsonessessnssosesshiincsscces 6.55 1.75 
ES RR re eee eee ae a ee 7.66 3.50 




















5. The position of the Renegotiation Board. 

6. Dollar figures on profits recaptured by the 
various renegotiation agencies. 

7. The results of renegotiation cases taken to 
the U. S. Tax Court for review. 

8. How the Vinson-Trammel Act affects rene- 
gotiation, and the probable fight to repeal it. 


Legislative History of Renegotiation 


Renegotiation laws have been enacted by Congress 
in various ways. After Pearl Harbor, a more effec- 
tive profit-control mechanism on war contracts than 
had existed during World War I was sought by 
Congress. An effort was made to insert in the 
National Defense Appropriation Act of 1942 a six 
per cent limit on all war contracts, but it was 
defeated. 

That Act, in final form, passed in April, 1942. It 
contained a section devoted to renegotiation of con- 
tracts with the War and Navy Departments and the 
Maritime Commission. A few months later, Treasury 
and four R.F.C. subsidiaries were brought under its 
coverage. Sales of less than $100,000 were exempted. 
Each procurement agency had its own renegotiator, 
who held conferences with the manufacturers to 
work out bilateral agreements on repricing or re- 
funds. Difficulties arose when they failed to agree, 
because there was no provision in the law for dis- 
satisfied contractors to appeal renegotiation decisions 
to courts. The Congress didn’t provide the courts 
jurisdiction, either. 

To meet contractors’ objections to the one-sided 
arrangement, several changes were made in the 
next renegotiation law, passed in February, 1944, 
covering sales during the fiscal year which had 
started on July 1, 1943. Whereas the 1942 law was 
part of the National Defense Appropriation Act, 
this 1943 Renegotiation Act was a section of the 
Revenue Act of 1943. 

This 19438 Act, extensions of which were to con- 
tinue renegotiation in operation through contrac- 
tors’ filings for calendar year 1945, made several 
changes in the profit-recapture process: 

1. The old procedure whereby the procuring 
agency was the final authority was ended as of 
June 30, 1943. A new War Contracts Price Adjust- 
ment Board was established, to review cases in which 
there was disagreement. All of the agencies under 
the 1942 Act, plus the War Production Board, 
were represented on the new Board, often by the 
same people who had been renegotiating previously. 
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But the Board was instructed to be fair about it. 

2. The new law changed the basis of renegotis, 
tion from the individual contract to the supplier; 
total renegotiable sales during a fiscal year. It aly 
specified profits “received or accrued” rather thay 
profits “realized.” 

3. The “floor” below which sales on war cop. 
tracts were exempted was raised to $500,000 pe 
fiscal year, except for subcontracts, for whom the 
minimum was $25,000 per year. A similar base of 
$25,000 applied to brokers, who had been brought 
under renegotiation by an amendment of the 194 
law aimed at so-called “five-percenters.” 

4. In case of a dispute, the contractor could 
petition the newly created U. S. Tax Court withiy 
90 days after notice by the Board. (After the Re 
negotiation Board was established, it took over the 
old 1942 Act cases for the procurement agencies, 
and issued the finding for them.) 

The Tax Court procedure bore the legal term “de 
novo.” This meant that neither party could offer ip 
evidence anything in the prior Renegotiation Board 
proceeding. The court would only decide on the 
merits contested issues presented to it anew. Fur. 
thermore, the Tax Court would be the final legal 
resort for both sides, with no review of its decision 
in a renegotiation case permitted by an appellate 
court. 

As of mid-April, 1955, the Tax Court had received 
918 cases, the results of which will be discussed 
later. 

An interesting sidelight as to how the pressure 
was put on the contractor is seen in the fact that, 
despite having filed the petition for review in the 
Tax Court, he had to pay the refund ordered by the 
procurement agency promptly, before the Tax Court 
had a chance to rule. A case contesting prompt pay- 
ment of the refund was taken to the U. S. Supreme 
Court, which ruled that Congress had acted legally 
in stating that the refund payment could not be 
delayed by reason of filing in the Tax Court. 

As mentioned above, the last year for filing under 
the wartime renegotiation acts was calendar year 
1945. Work on these cases continued through the 
early part of 1948, when a new law set up renego- 
tiation authority, designed primarily to cover Air 
Force purchases. This law extended through Decenm- 
ber 31, 1950, by which time the Korean conflict had 
begun. It was, nevertheless, the first peacetime 
renegotiation law in our history. 

A new and broadened renegotiation law was re- 
quired by the rapid build-up and the new equipment 
involved in the Korean war. The new law was passed 
in March, 1951, covering 1951 sales, so in actuality 
there has been continuous renegotiation since 1948 
anu, except for the two-and-a-half year gap between 






the end of 1945 and May, 1948, continuous since 
1942. The 1951 law, extended with changes in Sep- 


tember, 1954, expired last December 31, is now up 
for Congressional action and warrants rather close 
examination. 


Principal Features of Renegotiation 


Covered by the 1951 law are all contracts witn 


Defense Department, (including Army, Navy ana 
Air Force Departments) General Services Admini- 
stration, Commerce Department, Atomic Energy 
Commission, R. F. C., the Panama Canal Company 
and the Canal Zone Government, and the Housing 
and Home Finance Administration. The President 
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can bring any others under it at his discretion. The 
Renegotiation Board is composed of five civilians, 
4 compromise from the original House bill which 
called for three civilians and two military Board 
members. Actually, the Board is controlled by the 
Defense agencies through the provision in the law 
that Army, Navy, Air Force and G. S. A. each 
recommend one civilian member to the President, 
who selects the Chairman and sends all five names 
to Congress for confirmation. The Chairman is 
Frank L. Roberts, a man of long experience with 
renegotiation problems. 

The minimum gross business for inclusion under 
the 1951 law was $250,000 for prime contractors 
and $25,000 for subcontractors. The 1954 extension 
raised the prime contractor base to $500,000, where 
ithad been during most of World War II. 

Other principal features of the 1951 law, likely to 
be carried into extender legislation are: 

1. Congress for the first time established definite 
criteria for determining excess profits. “Favorable 
recognition,” the law states, ““must be given to the 
ficiency of the contractor or subcontractor, with 
particular regard to attainment of quantity and 
quality prduction, reduction of costs, and economy 
in the use of materials, facilities and manpower.” 
The law requires the Board also to look at the reason- 
ableness of costs and profits, in relation to volume 
of production, normal earnings, and comparison of 
war and peacetime products. Also, the Board must 
consider the reasonableness of the return on net 
worth, with particular regard to the amount and 
source of public and private capital employed; the 
extent of the risk assumed, including the risk inci- 
dent to reasonable pricing policies; the nature and 
extent of the contractor’s contribution to the de- 
fense effort, including incentive programs and 
research and development contribution; his cooper- 
ation with the government and other contractors 
in supplying technical assistance. 

The law directs the Board’s attention to the 
character of the contractor’s business, including the 
source and nature of materials used, the complexity 
of his manufacturing technique, the type of sub- 
contracting and the extent to which it was used, 
and the manufacturer’s rate of turn-over. Other 
factors were to be spelled out by Board regulations. 

The question of rewarding efficiency is of primary 

importance. When the bill was before the House, 
Chairman Dan Reed of the Ways and Means Com- 
mittee said Congress should leave no doubt that its 
policy is that “contractors and subcontractors would 
know that the more efficiently they perform the 
work the greater would be the amount of profit they 
would be able to retain.” That policy will be re- 
tained, naturally. 
The 1951 Act suspended application of the profit- 
limitation provisions of the Vinson-Trammel Act of 
1934 and the Merchant Marine Act of 1936, on 
contracts subject to renegotiation under it. Since 
the extended 1951 Act expired last December 31, 
the Treasury has ruled that the Vinson-Trammel 
restrictions are now back in force for contracts 
performed in 1955. 





Partial Exemption for Subcontracts 


_ Another important provision in the 1951 law 
is the partial exemption for subcontracts for new 
durable productive equipment. This is the applica- 
tion to machinery and tools sold by subcontractors 
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of the five-year amortization provision of the 
Revenue Code under which the government has in 
effect paid for the facilities expansion program. 
Under this “fractional renegotiation” arrangement, 
the equipment has to be new, has to have an aver- 
age useful life of more than five years, and can not 
be part of an end product. For a tool with a 10-year 
life, for example, one-half of the profit on the sale 
by the subcontractor would be exempted from rene- 
gotiation, the balance subject. 

The Board also has authority to exempt contracts 
in which the profit could be seen clearly when the 
contract price was established. This includes agree- 
ments for personal (Please turn to page 206) 
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Refunds Under Renegotiation in World War I 





The $232,000,000 recovered by the present Board under the 1951 
Renegotiation Law is only a fraction of the refunds received during 
World War Il. The following tables show what happened to 
corporations when cost plus and fixed price contracts were 
renegotiated: 





TABLE 1 
Cost-Plus Contracts 
(In Millions of Dollars) 














Net Renegotiable Amounts Margin Margin 

Year of Sales Before Recovered Before After 

Filing Renegotiation By Renegotiation % % 
_ er $ 4,755 $ 2.861 4.9% 4.9% 
ee 11,175 30.782 48 4.6 
ee 12,132 27.960 4.3 4.1 
one 6,588 10.643 44 4.2 
SEI cotsinntesensnreionens 0,218 0.188 3.3 3.2 
i $34,870 $72.434 4.6 4.4 

TABLE 2 
Fixed-Price Contracts 

___. Sere $ 33,724 $ 3.020 17.8 9.7 
oo, ree 56,891 3.634 15.6 9.8 
1944 ...... 57,676 2.157 13.0 9.6 
wwe . 38,996 0.854 11.0 9.2 
en ‘ 1,284 0.630 10.4 8.2 
All Years .$188,573 $ 9.697 14.4 9.5 


The Renegotiation Board does not release figures on individual 
cases, and the data only becomes available when there is a 
dispute referred to the U. S. Tax Court. 


TABLE 3 
How Companies Have Fared in Renegotiation 
(Action by Renegotiation Board in which dispute was either 
dismissed by Tax Court or case is still pending.) 











Profits Profits Percent of 
Reported Allowed Reported 
(dollar- by Re- Profits 
Company Name Renegotiable wise and negotiation Taken Away 
and Location Sales %) Board by Board 
PITTSBURGH CRUSHED 
STEEL CO., Inc. 
Pittsburgh, Penna. $ 957,000 $162-16.9% $ 67-7.8% 58.7% 
(three cases) 1,175,000 144-12.2 746.7 48.6 
(abrasive materials) 1,577,000 198-12.5 103-6.9 48.0 
In Millions 





JACK & HEINTZ PRECISION 
INDUSTRIES, Inc. 
Bedford, Ohio 
(aircraft parts) 


PESCO PRODUCTS CORP. 


Cleveland, Ohio 
(Borg-Warner Subsidiary) $46.0 $12.7-27.7% $2.7-7.6% 78.4% 


$23.3 $7.8-33.7% $861,800-3.7% 89.0% 








(aircraft parts) 46.7 8.0-17.1 3.4-8.2 57.0 
MARLIN-ROCKWELL CORP. 

Jamestown, N., Y. 

(ball and roller $32.0 $16.3-50.8% $3.6-18.6% 77.9% 


22.8 
26.2 


12.1-53.2 
11.4-43.4 


2.4-18.5 
2.7-15.7 


80.1 
75.8 


bearing industry) 
three cases 


OHIO RUBBER CO. 
Willoughby, Ohio 

















$50.9 $9.2-18.2% $3.3-7.5% 64.0% 
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WHAT FIRST QUARTER 
| EARNINGS REVEAL 


TS 


PART I 


_A sufficient number of corporation reports 
covering sales and earnings for the first quarter of 
the year have been published to indicate that gains 
over the first quarter of 1954 have been substantial 
for the majority of reporting companies. On the 
basis of reports at hand, gains in earnings have 
averaged between 10% and 20%, and sales increased 
more moderately, or from 5% to 10% on average. 

In appraising the significance of these gains, it 
must be considered that first quarter earnings and 
sales should be viewed against the rather drab back- 
ground which prevailed in business during the initial 
quarter of 1954. Hence, comparisons are likely to be 
rather striking, in many instances. The contrast is 
even more marked in those industries which were 
under particular pressure in the early part of last 
year and which have swung back to a high degree of 
activity in the early months of this year. Naturally, 
among those industries which maintained a good 
pace throughout 1954, continuing into 1955, the com- 
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By WARD GATES 





parisons of earnings and sales as between the two 
periods do not look so impressive, owing to the more 
or less steady gait in which their business was con- 
ducted. 

Industries in which no great change in earnings 
can be discerned as between the first quarter of 1955 
and those of the corresponding period of 1954 are: 
public utility, food chains, petroleum and building. 
All these have remained in a prosperous position 
throughout the period. Industries which, in particv- 
lar, show rather marked gains in earnings are: air- 































lines, coal, coal roads and railroads in general, § —— 
automobile, auto equipment, steel and paper. In- _ 
dustries which show declines in earnings are: ma- § Americ 
chine tools, baking, some textiles (a few have #4). y 
recorded gains), and liquor — which shows mixed | —— 
results among the various companies. Chain store fj Celane: 
results in general merchandising have been variable } contair 
with less gains in earnings than might have been ex- | —— 
pected from the rise in sales. Apparently, the cost | °°" 
factor here is still a great barrier to raising profits. f} Dow c 

The above merely represents a recording of earn- ff 5... 





ings conditions in the first quarter so far as is in- 











































dicated by the comparatively small number of reports H} Sener 
available. In the second part of this analysis, to be 9} Gener 
published in the next issue, we intend to analyze — 
the general situation in much greater detail. In the } —"*" 
meantime, we present for the information of our J} Granit 
readers some brief comments on several of the more ff} gon: 
interesting first quarter reports which have been ff} 3 
released by the respective managements. lndusi 
| Mona 

| Natio: 

INDUSTRIAL RAYON CORP. The company ex- ff} Plovg 
perienced a very sharp increase in sales during the ff Repu 
first quarter. They amounted to $22.2 million com- §} .. 
. We 


pared with $16.9 million in the corresponding year 
of last year. Net income, after an increase of 
$800,000 in income taxes for the period, rose from 
$4.2 million to $5.7 million. This represented earn- 
ings of $1.48 a share for the quarter compared with 
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1,07 a share. New records were established for sales 
yg any three-months’ period in the company’s his- 
ry and, in fact, were somewhat above the com- 
my’s production capacity. Most successful of the 
pmpany’s operations were in the continuous process 
”d tire rayon divisions. So far as rayon textiles 
» concerned, the weakest link in the company’s 
perations in the past several years, a turn for the 
ster has been detected in recent months but thus 
wr this does not appear of truly impressive propor- 
ions. One of the most favorable features of the 
wmpany’s position is that inventories are in much 
stter control, with a decline of $3.3 million in in- 
entories registered last year. Last year, the com- 
wny earned $4.01 a share compared with $4.68 a 
hare the previous year. Based on returns for the 
arch, 1955 quarter, and the rising trend in sales 
{products, earnings may well exceed those of 1953, 
nd may even rise to the record levels of 1950 and 
51. 















W. T. GRANT & CO. For the fiscal year ended 
anuary 31, the company came through with an ex- 
dlent report, comparing favorably with other 
ariety chains, of which this company is the third 
wgest in the country. Earnings were $3.36 a share, 
mpared with $3.09 a share the previous fiscal year. 
nfact, this was the best showing since 1950, when 
8.16 a share was earned. While the company does 
ot break down its quarterly earnings, it is probable 
tat the final quarter of the fiscal year (ended Janu- 
ty 31) was the best for the year. In any event, it is 
















known that 1954 sales increased about 5.8% above 
those of the preceding year, or $315.1 million com- 
pared with $299.8 million. Sales increases were due 
to new and enlarged stores, older stores showing a 
2% decrease. At the end of 1954, there were 520 
Grant stores in operation, with 48 major projects 
under construction for 1955 occupancy. In 1954, 
capital expenditure for construction and equipment 
were reported at $14.6 million and, it is estimated, 
the 1955 capital program will involve the expenditure 
of an additional 1%. Net income for fiscal 1954 was 
aided by a reduction of about $1 million in federal 
taxes. The company uses the newer method of 
depreciation (sum-of-the-years-digits) which, it is 
stated, will enable it to recover, through depreciation, 
funds for capital expenditures, to be used for re- 
investment in new stores. Based on the estimate of 
fourth quarter sales, it would appear that the first 
quarter 1955 (ended April 30) should increase over 
the equivalent period last year. This is based (1) on 
the increase in the number of stores and the volume 
of sales pursuant and (2) on the general rise in con- 
sumer expenditures which has been manifesting 
itself since last autumn. The quarterly dividend is 
now 45 cents a share, compared with the previous 
rate of 3714 cents a share. The current rate is well 
covered. At the current price of about 36, the yield 
on the common stock is 5%. 


ST. REGIS PAPER CO. For the first quarter of 
the year, on net sales of $55 million, the company 
earned a net income of $4.1 million, or 72 cents a 
share on 5, 511,000 (Please turn to page 208) 
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PREDICTION that President Eisenhower would have 
difficulty selling Congress on the idea of continuing 
as a member of the General Agreement on Tariffs and 
Trade (GATT) has been borne out. Cautious resist- 
ance perhaps best describes the Capitol Hill attitude. 





WASHINGTON SEES 


The social concepts which brought the public 
school segregation issue before the Supreme Court 
were placed in legal perspective by the decision, 
last May, that “separate but equal accommoda- 
tions” does not satisfy the constitutional guaranty 
of equality, but the economic issue raised by the 
mandate rides high today. The bench struck down 
the principle of segregation but recognized the 
operational difficulty of amalgamating two school 
systems where the custom existed. So the judges 
ordered affected states to come back this year and 
explain “how,” not “if,” they propose to carry out 
the mandate. 


Some southern states say there still is a very 
large “if,” and that they'll abolish the public school 
systems in their jurisdictions. They have the votes; 
and if they spend no tax money on education, they 
argue, they cannot be accused of discrimination 
against a class or color. The most that is expected 
to arise out of that is further litigation carried to 
the point that the present generation of southern 
school children may never experience segregation. 
And in many states the residential pattern will solve 
the issue anyway since children must attend the 
school nearest them. 


The fact that Negro school structures almost 
everywhere are of inferior grade and will not be 
tolerated by whites when theyre required to use 
them suggests building programs of staggering 
costs. So the moral question now is second-rated to 
a financial one. 
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PREVIEW OF 1956 


By “VERITAS” 


Ike’s message had inviting language of justificatioy 
... “to strengthen the spiritual, political, military 
and economic bonds of the free nations.”’ And others 
notably Senator Harry F. Byrd seconded with 
“GATT most certainly is not!’’ Other conservatives 
contributed an ominous, “it will need much study.” 












STRATEGISTS wonder if the President picked a good 
time to propose that the GATT agreement be signed 
and this country’s contribution (the largest, of 
course) be added to those of 30-odd other signa 
tories. The Reciprocal Trade Agreements Bill is be 
fore the senate after coming out of the house throug 
a keyhole. Its backers fear some member, desiring 
to kill both, will tack GATT onto the Hull Program 
measure, unloose the flood of debate, call in labor's 
lobbyists who are lukewarm, and agriculture’s, who 
are definitely opposed, and scuttle the whole thing. 
Farmers say too much reliance is placed on tarif 
aids to world trade. 


CAMPAIGN time is almost two full years away but 
each day brings added proof that to look back is t0 
look ahead insofar as national party ticket makeup 
goes. Lacking only are formal announcements. Adlai 
Stevenson never stopped running for the Presidency 
in the basic sense and the 1952-1954 years have been 
one long electioneering and speaking tour. President 
Eisenhower definitely was not a pre-election candi- 
date in his first two years; just as definitely is re 
garded a candidate today. While Ike is taking things 
easy, Veep Nixon is beating the bushes; Senator 
John Sparkman, Stevenson running mate in 1952 is 
safe in the senate until 1961, has nothing at risk, and 
is “ready.” 


EDUCATION AID bill changes are dimming and noth- 
ing but a miracle can save it. The White House plat 
lost local government support the day it was al 
nounced; Governors and Mayors said it was fiscally 
impossible. Now Senator Ives said he’ll insist on al 
anti-segregation rider, which divorces southern votes 
not already lost, and religious groups will pull theif 


friends away if non-public schools don’t share ben 
fits equally. 
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President Eisenhower has restored some balance 
to the reeling foreign aid program by creating an 


agency within the State Department to take the place 


AA YUE and acceptance. But the battle still is ahead: 


whether Congress will legislate it out of the broad- 
gauge global activity it has been in and by the process 
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of withholding money and specifically earmarking the 
re} Te appropriation allowed for next year, begin seriously 
applying the brakes. 


There has been growing sentiment on Capitol 
Hill to "get out of the business of buying inter- 
hess national friendships." That feeling isn't widespread 
among the congressmen but in their recognition that 
FOA is little more than that, they have been prayer- 
fully hoping that beneficiary countries would get on 
their own feet, economically and ideologically, and 
that Uncle Sam one day would be spared the burden of sustaining their resistance 
to Red attractions. 














Against this is a conviction that removal of the money crutch means im- 
mediate collapse. But while the sentiment for sharp reduction was gaining strength, 
along came the Asian emergency and determination to try solving it first with aid, 
delaying military intervention as long as possible -- forever if it can be done. 
President Ike has seen the aid programs close up; he helped get them under way in 
Europe, is strong for them today and his wishes are usually respected on Capitol Hill 
-- complained against at times, but followed, as the legislative box score will reveal 
upon examination. 
































ried his name as an emollient not a dosage for the chronically ill. And he was 
unshakably opposed to having the State Department administer it: smacked too much of 
"dollar diplomacy," was too patently a price for friendship, he thought. He would 
oppose the new setup; and it wasn't indorsed by Nelson Rockefeller who took inter- 


american activities out of the Department in wartime. 





Closely paralleling FOA in the business of international affairs is United 
Nations and it, too, is coming up for airing. This means that foreign aid, the 
international agreement on trade and tariff, and the United Nations, all basic props 
in the family of friendly democracies, move on stage for simultaneous examination. 
It will be a field day for the isolationists, whose extreme right members would gladly 
vote to withdraw from all three setups. On the other hand the "one world" advocates 
will be getting in their licks for a common pool of resources, money, military, and 
skills. 






































The United States is a prime mover in the get-together to revise the United 
Nations Charter on the basis of experience to date. State Department could be 
opening a Pandora's Box; in any event, this country's representatives should be 
busying themselves to come up with a statement of policy that will stand. Now, we're 
Complaining because UN doesn't take in all countries, and complaining because it 
might take in Red China and other satellite groups. Consistency? 





























and skirmishing stage for the past 25 years or more, will break into the open when the 
President's committee on transportation policy reaches the point of congressional 























debate. The Cabinet officers who made the study and recommendations (through their 
Staffs) want each form of transportation given its "proper place" in the system of 
freight and passenger movement. And when the protagonists of each form begin de- 
termining what the proper place of each is, the result will be need for a brand new 
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start: trucking and railroading and air freight and water carriage cannot ALL be the 
No. 1 system! 





Business and industry have a huge stake in the coming contest. It is pos- 
sible that many shippers may find themselves driven to new methods, even to higher 
costs despite the fact that both efficiency and economy are supposed to be height- 
ened by the recommended, changes, legislative and regulatory. All of this supposes 
that the findings of the study group will be adopted by Congress. That doesn't 
necessarily follow. If this report had been submitted three decades ago, the rails 
and their Capitol Hill friends would sink it without trace and without ceremony. But 
times have changed. Today the trucking interests are a powerful and heavily-financed 
business group with friends everywhere. They have gone into off-the-mainline places 
and have been responsible for much business and industrial buildup. 











Submission of the transportation report will have an incidental benefit to 
business generally, apart from the shipping aspect. The committee members have 
blasted away at a problem not peculiar to trucks, railroads, and air freighters. 
There is, says the report, an excessive number of government employees performing 
traffic management functions. That will be amen-ed by businessmen whose "traffic" is 
over-controlled today. The report gives out with the hardly surprising finding that 
competence among these business managers is not all that can be desired. Low pay is 
given as one cause. If the section dealing with federal transport regulators is 
amended to insert any other form of business subject to federal bureaucratic sur- 
veillance, the result would be an indictment that could withstand attack. 




















Nobody can accuse the CIO Political Action Committee of lacking direct 
approach. Its new booklet on how to conduct a successful campaign is titled "How 
to Win Votes and Influence Politicians," and the burden of it all is that dollars 
pay off. "Throw your buck into the ring," is the slogan. The offer held out to 
potential contributors is inviting in a race-track sort of way: "One Can Get You 80. 
The tax fight, lost on March 15 in the U.S. Senate, could have put $80 in your 
pocket. PAC-supported congressmen were fighting for a $20 tax cut for every 
American -- an $80 saving to a wage earner, his wife, and two children." 














many workers as the auto industry's Big Three, the results are of major importance to 
millions of additional workers." That succinctly puts the all-union strategy. The 
auto workers are fronting for all the rest, which gives them the advantage of a 
strong team on the field, but with adequate reserves. The decision to reach out for 
guaranteed annual wage was made after long conferences to determine which might be 
the best union for the trial run. Choice fell finally between the auto workers 

and the steel workers. The AUW contract expires in two months and the steel men 

have several additional months to go. So, the torch was handed to Reuther's team. 














If the union bosses are anything short of supremely confident that GAW will 
be theirs, they are masters at putting up a false front. Yet there trickles through 
discussions a faint note of skepticism. The insured annual income idea is referied 
to in union publications as an "impossible that will come through." Psychologists 
might find some basis for the inescapable use of "impossible" -- even in a sar- 
castic or critical sense. But there it is. And a spokesman for a large labor 
group parried newsmen's questions whether the unions "really" expect to get GAW. 
































Significantly he was ready with an alternative if the goal is not attained: 
In Michigan and some other states, the 'bosses' are politically strong, and they 
might be prevailed on to join workers in demands on legislatures for a much better 
unemployment compensation law. If that happens, the gap between GAW and jobless 
pay will be So narrow that the end result would hardly be distinguishable." Whatever 





a eet 


the outcome, the subject will be in debate stage for at least two months; then AUW is 
not likely to strike if there is reasonable hope for success in extended discussions. 
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1], matter how favorable the news from Italy 
in the past, one became accustomed to taking all re- 
ports with a grain of salt. It was simply a matter of 
remembering that any political or economic better- 
ment could not be permanent without the solution of 
long-range problems facing postwar Italy. Primarily 
these problems involved providing for the country’s 
millions a decent standard of living from relatively 
meager national resources, and dealing with chronic 
unemployment and under-employment. Nor was it 
easy to forget that, as late as 1953, some 12 million 
out of 28 million people voted for either the com- 
munists or Nenni’s fellow-travelling socialists, and 
that democracy in Italy was in general on the defen- 
sive and in bad need of rejuvenation. 

However, Italian communists are disunited and 
apparently have given up hope of capturing the 
country through parliamentary processes. They have 
been defeated again and again in local municipal 
elections, and most recently they lost control over the 
automobile workers union, by far the wealthiest and 
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Keonomic Problems: 


As this article shows, Italy in the 


past year or two has made con- 


spicuous gains on the economic 
front, which has been moderately 
reflected in the 


ranks. 


slow erosion of 


communist However, as 
shown, the fundamental problems 
which have gripped Italy for so 
many years remain. Therefore, no 
assurance can be had as yet that 
the country is safely out of the 
woods. How the Italian government 
and business and industrial leaders 





are attempting to solve these prob- 
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Can Italy Solve Its 


? 


HOROTH 


most influential one in Italy. Pietro Nenni’s social- 
ists, who have been teaming up with the communists 
until recently, are no longer sure of the advantages 
of this partnership, and have shown greater indepen- 
dence. Finally, Premier Scelba, with whom this 
country had the opportunity to get acquainted a few 
weeks ago and who has been described as the tough- 
est postwar Italian Premier in handling communism, 
is apparently getting tougher. 

But even more favorable than the political have 
been the economic and financial reports from Italy. 
According to a prominent banker, Italy has made 
greater economic progress since the end of 1951 than 
in any other three-year period during this century. 
The increase in Italian industrial output in 1954 at 
around 8.5 per cent was percentage-wise second only 
to that of West Germany. Equally encouraging are 
reports of the broadening of Italy’s internal market 
through the rising purchasing power of her people. 
Both management and the labor unions seem to 
realize that they have a stake in this growth. 
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But the most sensational are the reports of pet- 
roleum discoveries. Within the past 18 months, three 
major oil fields were discovered: two in Sicily (one 
near Ragusa and the other at Agrigento) and one 
near Pescara on the Adriatic coast. The exuberant 
Italians already see their country becoming one of 
the important oil producers. While the exuberance 
may be premature — it will take time to prove the 
extent of the reserves and money to get oil out of 
the ground — it is quite possible that Italy may even- 
tually become self-sufficient in oil. Such a develop- 
ment would not only help reduce the country’s trade 
deficit, but would provide jobs for thousands of 
workers. Moreover, with cheap power, the produc- 
tivity of the Italian worker could be easily increased 
and the competitive position of Italian products in 
world markets improved. 


Who Will Get the Oil Out of the Ground? 


The two Sicilian fields and the Pescara oil field 
were discovered by the Petrosud Company, which is 
owned jointly by the Gulf Oil Corporation and the 
Italian Montecatini chemical group. Previously 
Standard of New Jersey, which together with the 
California Texas Oil Company markets the mid- 
Eastern petroleum in Italy and operates refineries, 
spent several million dollars in oil exploration in the 
River Po Valley in northern Italy, but without much 
success. It is this area which may contain the biggest 
oil resources in Europe, according to some experts; 
however, the oil-bearing sands are apparently very 
deep, and getting out oil may be very costly. Up to 
now, little oil has been found, despite extensive 
wildcat operations on the part of the Italian Petro- 
leum Monopoly — the State owned company called 
E.N.I. (Ente Nazionale Idrocarburi). The State 
Monopoly, headed by its ambitious president, Signor 
Enrico Mattei, has been more successful in develop- 
ing the country’s natural gas resources, also located 
in the River Po Valley. 

The question now is who will develop Italy’s petro- 
leum resources most efficiently and quickly. The 
American oil companies have the know-how and the 





money to get the oil out of the ground. On the other 
hand, Signor Mattei insists that the job be given to 
the State Monopoly Company, whose exploration 
rights cover a greater part of the country anyhow, 
In the latter case, the Italian consumer would have 
to foot the bill, as he did in the development of the 
natural gas fields. The E.N.I. simply persuaded the 
Government to tie the price of natural gas products 
to the price of imported oil, pocketing the difference 
between the cost of imported and local petroleum. 
For political reasons, the Scelba Government will 
have to go easy — the Premier has already been 
accused of “selling the country to U.S. capitalists”, 
Possibly there will be some kind of a compromise, 
The petroleum law now before the Italian Parliament 
accepts the principle of free competition, but limits 
the area of concession. Meanwhile, every day lost by 
dickering over the oil exploration law is costing Italy 
a pretty penny. It is said that immediate exploration 
could provide Italy by the end of 1955 with some 15 
per cent of her national requirements of petroleum, 
which now must be imported. 


Expanding Industrial Production 


The development of natural gas, petroleum re- 
sources, and hydro-electric power — the installed 
capacity of the last having more than doubled since 
prewar — has gone a long way to make up for Italy’s 
relative paucity of coal. They have also contributed 
considerably to the expansion of industrial produc- 
tion, which, as will be seen from the accompanying 
table, was some 85 per cent above prewar at the 
year-end. The year 1954 was especially good for the 
rubber, synthetic and metallurgical industries, but 
less so for textiles, food processing, and the engineer- 
ing industries. 

Since the war the biggest expansion has taken 
place in some of the machine building industries, 
with typewriter, adding machine, and cash register 
manufacturers leading. These products have been 
among the most successful in foreign markets. Other 
products that have met good acceptance include sew- 
ing machines, tractors, (Please turn to page 198) 















































Italy: Economic Indicators 
U. S. Trade 
Gold & Indust. Elec. Shipping Cost of Unem- Foreign Trade with Italy 
Dollars Output Output Tonnage Living ployment etnias 
Year anes Exports Imports Exports imports 
— (mil. $) — ('48==100) (billion kwh) (000 +.) (48160) (000) os ——— to It. from It 
(bil. lire) 
ME Saensctncsckenssaaenaeancsnssboes 236 101 15.5-a 3,290-a 2 874 10.4 13.9 61-c 39-c 
My aksictbanainsectssesasseananes 296 88 17.5 1,160 49 1,654 339-b 969-b 370 69 
PU eithncestesaecniceea centiounes 633 144 29.2 2,918 110 1,721 1,030 1,355 456 140 
___ ENESCO ar aero 655 147 30.8 3,289 114 1,850 867 1,460 414 158 
PINE Nesticstsdaesenssdsiecacsstenehcn 812 161 32.6 3,456 117 1,947 942 1,513 283 158 
MIS Winkeseeticsccccesesence 742 169 8.5 - 118 2,048 257 402 60 31 
RU DU Sebi caetedinbessaxnie 802 173 8.5 3,832 120 1,840 243 382 87 35 
Rie Miabatasinteeisnsacasene 874 174 8.9 ‘ - 121 1,808 256 337 56 32 
We Si xiasixetankelacsinss 925 184 8.8 4,100-e 121 2,050-e 267 379 99 43 
RNY MI Si casbincastasncacabeie 34.7-e 121 1,053 1,501 302 141 
a—1938; b—1947; c—1936-40 average; e—preliminary 
ST —a 
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By OUR 


- the October 30, 1954 issue, we reap- 
praised our recommendations for the previous year 
with a view to determining whether the position we 
had taken on these issues still stood or required 
change. In this issue, we list the recommendations 
made in the period August 1954-February 1955 and 
again readjust our position according to develop- 
ments since that time within these companies and 
according to the current market position of the 
stocks. For the benefit of subscribers who may not 
have seen the explanatory text which accompanied 
the revision of October 30, we repeat the remarks 
made, together with an explanation of the rating 
symbols. As in the earlier reclassification, we take 
the opportunity to describe the position and outlook 
for a few of the stocks we consider now to be in 
the most favored position among those listed. 





When market conditions are deemed appropriate, 
The Magazine of Wall Street normally carries in 
each issue a number of recommendations or sug- 
gestions for investment. They may appear in dif- 
ferent forms, such as our familiar “thumbnail 
analyses”, or as individual analyses, or as part of 
group studies. They also may be found in special 
features, such as our mid-year Dividend Forecasts, 
which rates individual stocks, accompanied by indi- 
vidual comments. 

During the course of a year, it may be necessary 
to revise these recommendations and ratings in 
accordance with changes in the status of the indi- 
vidual companies. In the meantime, many of such 
changes are noted and recorded in our regular 
“Answers to Inquiries’ which appears in each 
issue. Furthermore, subscribers have the advantage 
of calling for our opinion on any three of their 
stock holdings, which affords them an added oppor- 
tunity of keeping abreast with changing conditions. 

Though our recommendations in each separate 
issue of The Magazine are highly selective and, 
therefore, comparatively limited in number, during 
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Reappraising 





Our Recommendations 
—For Past Six Months 





STAFF 


the course of time, they naturally accumulate. Under 
the circumstances it is natural that subscribers 
would want to know whether our original recom- 
mendations still stand. 

In order to assist them with respect to recom- 
mendations made during the past half year, we have 
just completed a re-survey of the great bulk of 
these recommendations, 100 in number. These have 
been incorporated into the accompanying table. 
Because of lack of space we have been unable to 
comment individually on each stock, with certain 
exceptions which will be noted later, but we have 
comprehensively rated the issues from the practical 
standpoint of whether they should continue to be 
held; whether profits should be taken; and whether 
new purchases should be made. These are indicated 
under the following symbols: 

H—Hold for long-term investment. This means 
that investors who are concerned essentially with 
long-term investment objectives should ignore inter- 
mediate fluctuations and should not accept profits 
but continue to retain their positions. A considerable 
number of issues have been so marked as we have 
seen no reason why our original opinion as to the 
soundness of these securities should be changed. 
Should the fundamental position of any of these 
issues alter, however, due to unforeseen circum- 
stances, we should, of eourse, revise our rating and 
so indicate at an appropriate time. 

P—for speculative accounts, original cost may be 
marked down through partial acceptance of profits. 
In view of the large size of the profits on a number 
of our recommendations, it may be that investors, 
owing to personal requirements, may desire to ac- 
cept partial profits in order to mark down the 
original investment. This rating is limited to issues 
of a more speculative type. However, our rating is 
not to be construed as a blanket recommendation to 
sell. Undoubtedly, many subscribers will desire to 
hold some of these issues, regardless of the size 
of their profit. In that case, we have given a special 
rating (2) for such of these issues as might be 
held by individuals interested in long-term specula- 
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6-Month Record of M.W.S. Recommendations 





Price 
Recom- Subsequent Recent 














Date mended High Price Rating 
Westinghouse Electric ............ 8/7/54 70 83% 76 Hl 
General Electric ............0..00.0-. 8/7 45 5534 51 Hl 
Radio Corp. of America ........ 8/7 32 45\%s 43 Hl 
International Bus. Mach. ........ 8/7 300 415 415 H 
Caterpillar Tractor ................ 8/21 63 97 95 p2 
Cincinnati Milling Mach. ...... 8/21 73 81% 67 2 
SE sca csraticcsicvcesiniesnsaseies 8/21 35 5338 48 p2 
PUNT INE ons cnsecscsssssccess 8/21 43 5634 53 H 
Minnesota Mining & Mfg. ...... 8/21 68 99 90 H 
RN avr scnicsskcssaveccecacesa 8/21 27 44% 41 P 
Chicago Rock Island & Pacific 8/21 72 97% 96 H! 
Reynolds Metals .................... 8/21 79 ~=—«:161 156 P 
IR oc ccnccxcadcssssespssve 8/21 37 6612 66 P- 
Standard Oil of Indiana ...... 8/21 39 4912 44 Hl 
Johns-Manville  ...................... 8/21 76 97 87 H 
Pittsburgh Plate Glass .......... 8/21 58 70 69 Hl 
Sherwin Williams .................. 8/21 91 1172 106 H 
U. S. ]ypewm ..........cccccese 8/21 179 239% 238 4H 
I ids sisiacssvexeonivacessice 9/4 49 79\2 77 H 
Bethlehem Steel .................... 9/4 77 +=140 133 H 
MID, foiscccscsssscosestsicesass 9/4 62 76\2 73 H 
a choasus 9/4 54 82% «= 82—t—«é«‘YHKOZ. 
Allied Chemical ...................... 9/4 96 10412 98 H 
We GIOINOENE on. ccsesccscocccccsie 9/4 41 49V4 48 Hl 
SIN os cirsnceuanapccoksaseconmevscxe 9/4 141 176 172 H 
Hercules Powder .................... 9/4 2 113 111 H 
M to Chemical ................ 9/4 89 118 116 H 
Texas Gulf Sulphur .............. 9/4 33 424 40 H 
Union Carbide & Carbon ...... 9/4 81 93% 93 H 
General Motors ...............0.:. 9/4 80 107% 95 H 
Bendix Aviation .................... 9/4 42 5912 56 P 
ge eee . 9/4 29 444 42 P 
Thompson Products .............. 9/4 42 6012 57 P 
emmenet CB. Po) nc. scces..cs..c00 9/4 51 6618 64 H 
Goodyear Tire & Rubber ...... 9/4 36 61% 59 H 
ee 78 90 87 Hl 
Federated Dep‘t Stores 45 59% 57 H 
Food Machinery & Chem. ...... 9/18 42 5234 51 H 
Jones & Laughlin .................... 24 39% 38 Hl 
Pfizer (Chas.) & Co. 34 462 46 Hl 
Wheeling Steel .................... z 4) 587% 57 H 
Boeing Airplane .................... 58 8812 74 P 
Douglas Aircraft .................... 9/18 54 91% 76 P 
General Dynamics .................. 9/18 33 80 69 H 
Se nee 9/18 55 72% 70 H 
Phillips Petroleum ................ 9/18 61 79 74 Hl 
BPPOMII, civ scasacpessacaekescanstadssais 9/18 50 6612 62 H 
Standard Oil of N. J. .......... 9/18 90 119% 113 H 
Texas Company. ...........0...:0.0 9/18 71 9812 98 H 
MIN es scsadicicacassasuniattcaes 9/18 H 


{*) Vote May 2nd on 2 for 1 stock-split. 


RATING: H — Hold for long-term investment. 


P — For speculative accounts, original cost may be marked. 
down through partial acceptance of profits. 


1 — Attractive for current purchase. 


2 — Hold—For investors inteiested in long-term specula- 


tive commitments. 

















tive possibiltiies and who can afford to waive present 
profits. 

H(1) Attractive for current purchase; for invest. 
ment or speculation. 

P(2) Hold—For investors interested in long-term 
speculative commitments. 

We could, of course, have simplified our ratings 
but we realized this might not serve the purposes 
of different categories of investors. Individual in- 
vestors have different objectives and we have borne 
this in mind in our ratings which are influenced by 
(1) the requirements of individuals with long-term 
investment objectives; and (2) requirements of 
individuals who are more interested in short-term 
objectives. 

In the following, we present comments on a few 
stocks incorporated in our table which we believe 
still to be attractive from a price viewpoint. These 
have been marked “H(1)”. This means not only 
that these securities may be held but that they are 
also suitable for new investment by subscribers 
who may not have acted on the previous recom- 
mendations. 


Ferro Corporation was brought to our readers’ 
attention in the November 27, 1954 issue of The 
Magazine as an undervalued stock. At that time, 
it was selling at 2814. In the following month the 
shares moved up to a 1954 high of 323, from which 
the advance, so far this year, has been to another 
new high of 3514. Since then it has reacted to 
current price of 3334, at which level it still appears 
attractive for its long-range growth potentials. 
This view is based on Ferro’s strong position as a 
producer of frit and glaze, its broad diversification 
of domestic operations and widespread free world 
activities. Among its various divisions are those 
producing powdered metal, industrial types of elec- 
trical heating units, heat controls and automatic 
switches, chemicals and inorganic colors, plastics 
and fiber glass. Ferro also holds a 20 per cent interest 
in Horizons Titanium Corp., owning electrolytic 
process on tantalum, columbium and vanadium, as 
well as similar process for production of zirconium 
and titanium. 

Reflecting Ferro’s growth through its several 
divisions, net sales last year increased to $43.3 million 
from 1953 volume of $39.3 million, with net income 
for 1954 rising to $1,883,000, or $3.07 a share on 
612,823 shares outstanding. This compares with 
previous year’s net income of $1,548,000, equal to 
$2.63 a share on 589,027 outstanding shares before 
payment in 1954 of 2% stock dividends in addition 
to 80 cents a share in cash dividends. 


The Dow Chemical Co., was specifically referred 
to in our “Prospects for Chemicals — Looking to 
1955” article appearing in The Magazine, issue of 
September 4, 1954. We rated Dow as being one of 
the best of the chemical group. It was selling then 
at 41, and has since moved up to a 1955 to-date 
high of 4914, which compares with current price 
of 48. The opinion expressed last September as to 
this stock remains unchanged. As a matter of fact, 
in commenting on Dow Chemical as recently as 
the April 2, 1955, issue of The Magazine, we pointed 
out that the company has one of the best long-term 
sales growth records in the chemical industry but 
its net earnings on a per share basis is distorted 
by the high rate of depreciation and amortization 
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charged against earnings in writing off new plant 
facilities, $300 million of which were built under 
certificates of necessity. This sum is roughly one-half 
of the total amount Dow has invested since 1946 
in capital facilities against which depreciation, de- 
pletion and amortization write-off in the fiscal 
year to May 31, 1954, amounted to $64.4 million, 
an increase of 24% over similar charges of $52 
million in the preceding year. Indications are that 
they will run higher for fiscal 1955, probably 
amounting to more than $75 million on the basis 
of first six months’ depreciation and amortization 
of $37.8 million. Again, this year as in fiscal 1954, 
these heavy charges will hold earnings for the 
common stock under $1.50 a share, although the 
write-offs represent a substantial source of inter- 
nally generated cash. Meanwhile, Dow’s expansion 
of plant facilities and development of new products 
has strengthened its position to build earning power 
through the inherent growth of the chemical in- 
dustry. Present holdings of Dow common should be 
left undisturbed. For investors who did not act 
upon our original recommendation the stock, at 
its present market price, is an attractive long-range 
investment. 


Louisville & Nashville Railroad was listed among 
the ten “good” southern and western rails in our 
article ‘An Expert Appraisal of the Rail Outlook” 
appearing in our issue of November 13, 1954. We 
said then: “* * in our opinion, the three stocks which 
appear the most attractive marketwise at the present 
time are the laggards in this group. These are 
Atchison, Topeka & Santa Fe, Chicago, Rock Island 
& Pacific, and Louisville & Nashville.” Atchison, 
at the time, was selling at 117. It has since advanced 
to 14314, and is currently selling at 143. Those who 
bought the stock at the time our rail article appeared 
should allow their holdings to remain intact. Rock 
Island had been presented to our readers previously 
in the August 21, 1954, issue of The Magazine when 
the stock was selling at 72, in contrast to a recent 
high of 9634, and current price of 95. We shall 
comment further on this rail later on in this article. 

At the time we brought L. & N., to our readers’ 
attention last November, the stock was selling at 71. 
Since then it has moved up to 8814, and currently 
is selling at 86. At this price the stock continues 
to be attractive for its yield of 5.8% on indicated 
1955 dividend of $5.00 a share and for its price- 
appreciation potentials. Earnings last year, reflect- 
ing the let-down in business generally, amounted 
to $8.09 a common share, the road’s only capital 
stock issue. This showing compares with 1953 net 
income of $13.10 a share, but at that the 1954 results 
were close to postwar annual average of $8.25 a 
share. At present time, L & N’s operations are ham- 
pered by a strike of non-operating employees over 
a dispute involving a health and welfare plan. With 
this problem out of the way, the road’s 1955 net 
Income, aided by improving business conditions and 
Increased operating efficiency, is expected to show 
a material gain over the previous year. This is indi- 
cated by operating results for the two months ended 
February last in which net income amounted to 
$2.04 a share, as compared with $1.37 a share in 
the corresponding months of 1954. The longer-term 
outlook for L & N indicates further expansion in 
freight traffic from continued industrial growth of 
its territory, while the proposal to merge its sub- 
sidiary, the Nashville, Chattanooga & St. Louis 
Railway, subject to (Please turn to page 190) 
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] 6-Month Record of M.W.S. Recommendations 


—(Continued ) 


Price 
Recom- Subsequent Recent 








Date mended High Price Rating 
National Gypsum .................. 9/18 33 56 47 
Western Union ..............00:0000 9/18 55 101% 101 P 


9/18 59 114 101 p2 
9/18 52 792 74 p2 
10/2 33 43 43 + 
10/16 50 5534 53 Hl 
10/16 55 75% 71 P 
10/16 50 59 54 H1 
10/16 44 5912 58 P 
10/30 67 8012 80 Hl 
10/30 82 122 121 Pp 


Babcock Wilcox .............00:c000+ 


Cc at 7 c 





West. Vt. Pulp & Paper ........ 
American Cyanamid .............. 
Cutler Hammer ................0:000 
Union Oil of Calif. ................ 
Worthington Corp. ................ 
Allis-Chalmers 
Denver & Rio Grande West. 


RINE, sscessavevcisacwsainsantconcaen 10/30 46 8012 77 
Atchison Top. & Santa Fe... 11/13 117 143% #143 
Louisville & Nashville ............ W/13° 071 884 86 H1 
Freeport Sulphur ..............-..- 11/13. 65 79 75 H 


W/130 071 87'2 80 H 
11/13 29 337% 33 H 


PD TT covcsnscseescessessesscese 
Niagara Mohawk Power ...... 


RE NG SN, pisindiishnscaseiantenaanne 11/1338 46 44 H 
PORTO OID. ..00.0-0cccecccccscssecesese 11/2728 35% 33 Hl 
a cicencaaiidill 11/27 39 49'2 43 H 
I NE isi csssunntanensenippede 11/27 64 73% 67 H 
PINE HII csvosecnccosnieatostonsasie 11/27 34 4534 39 H 
INR acct cccncsnnsiannesionecicces 11/27. 26 31 27 H! 


11/27. 15 17% 17 Hl! 
11/27. 30 3934 38 H 
11/2722 32'2 28 H 
12/11 30 3614 32 H 


Central Hudson Gas & Elec. .. 
Fruehauf Trailer ..................-. 
Montana-Dakota Utilities ...... 
Central & South West Corp. 


Southern Calif. Edison .......... 12/11 45 49% 49 H! 
West Penn Elec. .................... 12/11 22 27 25 H 
Crown Zellerbach .................. 1/8/55 59 712 70 P 
General Precision Equipment 1/8 48 6512 63 P 
Ry MI siceshaclinncnenaestosetesiasinnsiosd 1/8 68 75\2 72 H 
Libbey-Owens Ford ................ 2/5 67 73% 73 H 
CEOS SROOD cecscicssccccscssccsscaces 2/5 46 52%2 48 H 
aii Sasa cescschkiacdenns 2/5 70 8234 82 H 
Remington Rand ...................-+ 2/5 34 4852 42 H 
PS Bee Gey ccckisescncnssscsiescascs 2/5 83 93 93 H 
PID anisiscsicrsncsmcapecnes 2/5 55 60 55 H 
Comming Glass .........:.cccccss.s00v 2/5 59 6312 59 H 
Otis Elevator ...............sc.ccereee 2/5 61 68 64 K 
Baltimore & Ohio .................. 2/19 38 4534 44 H 
Gulf, Mobile & Ohio .............. 2/19 36 4412 41 He 
Lehigh Valley R.R. ................ 2/19 19 232 22 H 
Pennsylvania R.R. ........-.....00+5 2/19 24 29% 27 H 
Dela. Lack. & Western R.R..... 2/19 19 25% 21 H 
Western Maryland ................ 2/19 36 4158 38 H 
American Smelting & Ref. ..... 2/19 45 5012 50 Hl 
Safeway Stores ..........c.cc0000 2/19 48 49 44 H! 
Socony-Vacuum ...........:00e.ee+ 2/19 53 56% 53 Hl 
ce 


Seuthern Pacific .................... 2/19 55 6012 59 


(*) Vote May 2nd on 2 for 1 stock-split. 


RATING: H — Hold for long-term investment objectives. 
P — For speculative accounts, original cost may be marked. 
down through partial acceptance of profits. 
1 — Attractive for current purchase. 
2 — Hold—For investors interested in long-term specula- 
tive commitments. 























































No. 5 of Our Special Studies of Major Industries 


_Amiast all the political and economic uncer- 
tainties that harass mankind, there is at least one 
outstanding comfort. It is this: Health standards 
throughout the world are rising. It is no accident 
that devastating epidemics have disappeared and 
that population gains have set a record pace. Ris- 
ing birth rates and declining death rates may be 
credited to chemical and pharamceutical research. 
Fortunately, one can look with reassurance to con- 
tinuation of this favorable trend. 


Discovery and development of new remedies, 
supported by aggressive educational programs and 
promotional efforts, have led to steady growth of 
the pharmaceutical industry. New products, such 
as antibiotics, vaccines and other remedies are 
readily accepted on the basis of comprehensive 
clinical tests. At the same time, a high level of 
consumer purchasing power enables manufacturers 
to expand operations on a scale that promotes 
progress. Evidence of the beneficial effect for all 
concerned has been supplied by recent introduction 
of new drug products. 
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1955 Prospects 


for 


Drug Industry 


By H. F. TRAVIS 


1952-53 Setback Overcome 


In the stimulating envi- 
ronment of new products, 
rising national income, in- 
creasing sales and higher 
earnings, it is easy to pre- 
sent an optimistic outlook 
for the industry. Before 
considering the subject at 
hand, however, it may be 
well to review observations 
set forth here a year ago, 
for the situation at present 
is comparable with that 
twelve months ago. ‘“‘Major 
representatives in this in- 
dustry,” it was pointed out 
here a year ago, “can look 
forward with considerable 
assurance to satisfactory 
progress this year. The 
broad economic and politi- 
cal influences are favor- 
able, while many internal 
problems which hampered operations in 1952 and 
1953 have been largely solved. Public acceptance of 
new antibiotics and so-called wonder drugs is ex- 
periencing gradual improvement with the result that 
markets are widening for ethical products.” 

All indications point to further progress in 1955. 
Several important new products likely to enjoy 
broad markets are being introduced to the public 
and show promise of contributing substantially to 
volume. Although profits may not be important in 
early stages, they should grow significantly in the 
next year or two. Moreover, adverse effects of keen 
competition that manifested itself three or four 
years ago have worn off as increased consumption 
has absorbed the output of productive facilities that 
temporarily had been excessive. 

Potentialities in the way of sales and profits for 
individual companies emanating from discoveries of 
important products may be measured by reference 
to a few interesting examples. A substantial sales 
volume has developed in tetracycline, for instance, 
and it promises to provide a significant source of in- 
come for its producers. In fact, a patent controversy 
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has developed over this new broad spectrum anti- 
biotic between Charles Pfizer & Co., and Bristol- 
Myers Company. The former was successful in 
obtaining a patent, but the Bristol concern has con- 
tinued to produce its version of the drug and to 
comply with an agreement to supply the E. R. Squibb 
division of Olin-Mathieson as well as the Upjohn 
Company for distribution under their individual 
labels. Pfizer has charged patent infringement and 
has demanded an accounting. 

Even greater publicity attached to the introduction 
by the Schering Corp. of a new drug developed for 
treatment of rheumatoid arthritis. Sales possibili- 
ties are considered fabulous in relation to the com- 
pany’s size—although it has been intimated that 
other manufacturers might bring out competing rem- 
edies. Because such large numbers of persons are 
believed to be victims of arthritic troubles, trade 
authorities estimate the market may exceed $50 mil- 
lion annually. In view of the fact that Schering’s 
volume of business in hormones and other ethicals 
totaled slightly less than $20 million last year, it may 
be seen how important the new drugs could prove. 

The first of the recently tested products, intro- 
duced under the name of Meticorten, recently was 
made available through the medical profession. The 
second is expected to reach the market before the 


end of the year. These remedies are reported to pro- 
duce fewer side effects than older products such as 
cortisone and hydrocortisone. Manufacturers of cor- 
tisone have been aggressively striving to improve 
their products, however, and may come up with de- 
velopments which would enable them to compete 
successfully with Schering. Meantime, the latter pre- 
sumably may look forward to a sharp increase in 
sales in the coming year. If a volume of $10 million 
could be generated from the new anti-arthritic drugs, 
for example, it would be possible to envisage a rise 
of 50% in sales in 1955, which could prove stimu- 
lating on earnings. 


The Salk Polio Vaccine 


Another recent development apparently having 
tremendous significance was the commercial intro- 
duction of the Salk polio vaccine, which had been 
widely tested last year. The successful results de- 
scribed in the National Infantile Paralysis Foun- 
dation’s evaluation report received widespread 
publicity, thus paving the way for a considerable 
volume of business. Major producers of the serum 
include Eli Lilly & Co., Parke, Davis & Co., Ameri- 
can Home Products, Merck & Co., Allied Laborato- 
ries and Cutter Laboratories. 














Statistical Data on Leading Drug Companies 





Dividends Per Share ————— Price Div Price Range 


































*—Merger 3/29/55 of Lambert Co., and Warner-Hudnut into new 
company — “Warner-Lambert Pharmaceutical Co.” 


Earnings Per Share 

1952 1953 1954 1952 1953 1954 Recent Yield(7) 1954 to Date 
Abbott Laboratories ..............cccscesseeceeees $ 2.25 $ 2.35 $ 2.21 $ 1.95 $ 1.80 $ 1.85 43 4.3% 4938-3934 
American Home Products .... 3.03 3.39 4.21 2.00 2.30 3.00 76 3.9 78 -44\2 
ESE SRS a ean 1.47 1.44 2.12 1.60 1.00 1.00 32 3.1 34%-19'2 
Lehn & Fink ........... eee si 2.39 3.04 2.71 1.10 1.25 1.25 20 6.2 23 -15%2 
McKesson & Robbins ...................:sc0000 3.81 2.82 3.501 2.50 2.50 2.50 41 6.1 4312-37% 
Mead Joh & Co. 1.16 1.29 1.59 70 75 .80 23 3.4 2414-15% 
I sa kacthdcnssinsictasceepiancasenteke 96 .96 1.09 .80 .80 .80 27 2.9 282-1734 
Norwich Pharmacal Co. ..............cccc0000+8 1.53 1.62 2.27 1.00 1.00 1.10 33 3.3 3858-197% 
Parke, Davis & Co. ....... e 3.32 1.91 2.14 1.90 1.60 1.40 47 2.9 50 -305 
Pfizer (Chas.) & Co. ... = 2.17 2.74 2.95 1.15 1.25 1.35 45 3.0 4572-301 
II sic snssssantcansccabiienanekinsiakosennnen 56 .90 .93 5 .20 .20 9 2.2 9\%e- 6 
MIN SHINS cccnsecssoscpssnsccosnscesosnonssonte 96 91 89 25 .50 50 26 1.9 2934-1112 
Sterling Drug ...... = 2.63 2.91 3.32 2.00 2.00 2.25 46 48 4734-3618 
Se I civdeccvsseensenscossencaseess aR 2.79 3.18 4.21 1.20 1.20 1.352 48 2.8 577-3012 
lu (‘él |!!! CU! eel 1.608 34 47 3612-3012 
Zonite Products ... 35 .06 W .25 10 10 9 1.1 10%4- 458 

{—Based on 1954 dividend. 1—Estimated. 





2—Plus stock. 
3—Probable annual rate for new company. 





Abbott Laboratories: Increase foreseen in foreign sales along with prog- 
ress in non-caloric sweetener. New products expected to enlarge sales. 
Modest gain in earnings possible. (A) 


American Home Products: Progress in ethical lines expected to improve 
margins. Management alert to growth potential through acquisitions. 
Prospects favorable for dividend rise. (A) 


Bristol-Myers: Growing emphasis on new antibiotics expected to bolster 
competitive position. Population rise should improve demand for pro- 
prietary products. Dividend liberalized. (B) 


Lehn & Fink: Rising national income likely to bolster cosmetics sales. Prog- 
ress in proprietary drugs contributing to increased sales. Slight decline in 
earnings indicated this year. (B) 


McKesson & Robbins: Growing emphasis on dru 
nounced population rise likely to spur sales o 
wholesaler. Margins moderately lower, (B) 


preparations and pro- 
this nationally known 


Mead Johnson & Co.: Popularity of prepared baby foods contributing to 
growth in sales. Economies in distribution counted on to sustain margins. 
Another small dividend rise possible. (A) 


Merck & Co.: Despite keener competition in hormones and antibiotics, 
progress in development of new products should sustain sales and earn- 
ings. Long term growth promising. (A) 


Norwich Pharmacal Co.: Aggressive promotion of furacan products in 
animal and poultry outlets and development of new products enlarging 
ethical sales. Higher dividend anticipated. (B) 








Parke, Davis & Co.: Widespread promotion of Salk polio vaccine expected 
to aid commercial sales and counteract narrowing margins in antibiotics. 
Recovery in earnings anticipated. (A) 


Pfizer & Co.: Rapid exploitation of tetracycline and increasing emphasis 
on diversion of antibiotics to animal feed helping to enlarge sales. Earn- 
ings gain may enlarge dividend rate. (A) 


Rexall Drug: Contemplated withdrawal from retail distribution in favor 
of manufacturing and development of proprietary and ethical lines ex- 
pected to aid long-term recover. (B) 


Schering Corp.: Aggressive promotion of two newly discovered anti- 
arthritic drugs expected to boost sales, Sharp earnings gain anticipated 
as prelude to modest dividend rise. (B) 


Sterling Drug: Aggressive promotion contributing to expansion in volume 
of nationally distributed drugs. Foreign business improving. Liberal divi- 
dend policy indicated. (A) 


Vick Chemical: Increasing emphasis on ethical lines and vigorous pro- 
motion of cold remedies helping to sustain uptrend in sales. Further 
liberalization of dividend anticipated. (A) 


Warner-Lambert Pharmaceutical: Consolidation of two prominent manu- 
facturers of proprietary products expected to make possible numerous 
economies. Increase in earnings likely. (B) 


Zonite Products: Strengthening of management and enlargement of cos- 
metics volume expected to enlarge sales. More emphasis on drugs antici- 
pated. Dividend policy uncertain. (C) 











RATING: (A)—Sound commitment for long-term appreciation. 
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(B)—Moderately attractive but more speculative than (A). 
NOTE: New purchases should be correlated with market advices of A. T. Miller appearing in each issue. 


(C)—Unattractive. 
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Comprehensive Statistics Comparing the Position 











American Mead 

Figures are in million dollars Abbott Home Bristol Lehn Johnson Merck 

except where otherwise stated Laboratories Products Myers & Fink & Co. & Co. 
CAPITALIZATION: 
Long Term Debt (Stated Value) ooo... cece $ 10.9 $ 13.6 & 9 $ 3.7 $ & 
Preferred Stocks (Stated Value) ............0...............0ceeees > | rer $ 6.1 ae S tt $ 50.8 
Number of C Shares Outstanding (000)................... 3,739 3,854 1,595 389 1,650 9,765 
RI I oo sescvcsssecdscanesesendedescasessnesseseninconssocssocens $ 36.0 $ 14.8 $ 23.5 $ 2.8 $ 7.1 $ 53.1 
INCOME ACCOUNT: For Fiscal Year Ended............................. 12/31/54 12/31/54 12/31/54 6/30/54 12/31/54 12/31/54 
EE ARSE EE ieee oe . $ 88.1 $203.1 $ 62.3 $ 22.0 $ 35.3 $145.4 
Deprec., Depletion, Amort., etc....... ee ne eh et ene ; $ 2.4 $ 1.8 $ 2 $ 6 $ 7.8 
ae acs Tulse Kn pcd-cuneanhwas obenamnachababasuadadiese wows oS SE $ 18.4 $ 3.6 $ 6 $ 3.0 $ 13.6 
Sng sa Laudncabaaveseccbasebnedapnupetunatics t $ 4 $ 4 $ a $ an . 
co. css cd sdcnsnannes isanuncua vataduadainconaesndens $ 8.2 $ 16.2 $ 3.4 $ 1.0 $ 2.6 $ 10.6 
NN oc. sssncsanecscesssnsscssvsceoveveconescscsatececesonnssonccsnasos 19.0% 17.2% 10.7% 6.9% 17.4% 15.7% 
Met Profit Margin................. "Re EERO TR ee 9.8% 8.0% 5.7% 4.7% 7.6% 8.7% 
Percent Earned on Invested Capital... 12.2% 20.5% 9.2% 12.5% 14.0% 9.4%, 
Earned Per Common Share(*) ooo... cccccccccceeeceeeeeeeeee $ 2,21 $ 4.21 $ 2.12 $ 2.71 $ 1.59 $ 1.09 
BALANCE SHEET: Fiscal Year Ended............. wives SR/O1/ 06 12/31/54 12/31/54 6/30/54 12/31/54 12/31/54 
Cash and Marketable Securities........ ... $ 24.6 $ 41.4 $ 13.3 $ 4.1 $ 66 $ 21.1 
Inventories, Net ........ . §$ 2s $ 32.0 $ 8.8 $ 3.7 $ 55 $ 36.9 
ERE aR ene Te aR A eS AREER RS $ 15.8 $ 20.9 $ 6.1 $ 1.8 $ 4.0 $ 12.8 
<<a con coeneecaibin crude eaoatays Canaan tam iosteki woke $ 61.9 $ 95.6 $ 27.8 $ 9.6 $ 16.9 $ 70.8 
050 oc oa ie og he) 0h ee Sea Lae $ 23.8 $ 32.5 $ 4.7 Ss 29 $ 5.7 $ 9.1 
Working Capital .. . $ 38.1 $ 63.1 $ 23.1 $ 6.7 $ 11.2 $ 63.7 
1245s chibi Kids apwce dean bp ebubebeaaankenseke $ 29.5 $ 26.2 $ 23.2 $ 1.7 $ 10.3 $ 61.5 
Total Assets - osm . $ 97.2 $130.3 $ 57.1 $ 12.3 $ 28.8 $148.5 
Cash Assets Per Share........................... i eee an eee $ 6.58 $ 8.66 $ 8.34 $ 12.42 $ 4.04 $ 2.16 
Current Ratio (C. A. to C. L.) oo. 2.6 2.9 5.9 3.3 2.9 7.7 
Inventories as Percent of Sales.................. in aeeeaeeeens 9.8% 8.0% 14.2% 16.9% 15.7% 25.4% 
Inventories as Percent of Current Assets..................000.0....... 34.7% 33.5% 31.8% 38.8% 32.8% 52.2% 
ih he a te cde ce anus usu sacs Kinda an ecpnsiBan $ 35.3 $ 74.9 $ 28.9 $ 6.5 $ 15.9 $ 81.1 





(*)——Data on dividend, current price of stock and yields in supplementary table on preceding page. 








Other companies which have experienced impres- 
sive gains in sales as a result of addition of new 
products include Norwich Pharmacal and Smith, 
Kline & French. The former has enjoyed outstand- 
ing success with its several nitrofuran products, 
especially in applications for animal and poultry 
feed. Progress in ethical drugs has been so reassur- 
ing that investors have evidenced a willingness to 
place higher valuations on the stock than would have 
been likely if the management had restricted its in- 
terest to proprietary lines. Smith, Kline & French 
introduced Thorazine for treatment of agitated men- 
tal patients, and it is reported that clinical tests 
have proved favorable. 

Aggressive promotional activities have helped 
stimulate use of remedies and have spurred the drug 
industry’s growth. The public has been educated to 
turn to medicinal products for treatment of all man- 
ner of ills. This characteristic helps explain the 
rapid acceptance of penicillin, sulfa drugs, anti- 
biotics and numerous other medicinal products of- 
fered for sale in recent years. In such an environ- 
ment the drug industry is likely to prosper. 

Medical research has recorded vast strides in the 
last two decades. Much of the gain stemmed from 
experience in treatment of war casualties. As was 
the case a generation ago, the need for alleviating 
pain and for control of disease occasioned by wide- 
spread hostilities spurred the search for remedial 
agencies. Advances in drug therapy undoubtedly 
have contributed to lengthening the span of human 
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existence. Statistics disclose, for example, that tu- 
berculosis and pneumonia have declined significantly 
in importance as causes of fatal sickness. These 
diseases were recognized as the primary killers at 
the beginning of the century, but in recent years they 
have dropped in importance to seventh and sixth po- 
sitions. Furthermore, diarrhea as well as bronchitis 
and diphtheria, formerly regarded as dangerous to 
life, have disappeared from among the foremost 
causes of serious illness. 


Important Research Efforts 


Introduction of sulfa drugs almost two decades 
ago paved the way for overcoming the dangers of 
pneumonia. Fatalities from this disease registered 
a decline of almost 90% from the rate of 1900, ac- 
cording to a survey of 1950 experience. The drop in 
fatalities from 1936, when clinical tests of sulfa for- 
mulas were undertaken, reached 65%. Introduction 
of penicillin ten years ago contributed to further 
acceleration in reducing the death rate. Other dis- 
eases that had been deemed almost always fatal have 
been considerably controlled. In fact, physicians have 
come to feel that such plagues as typhus, undulant 
fever, peritonitis and dysentery once dreaded now 
can be brought under control without great concern 
for the patient. 

Research now is being vigorously directed toward 
cancer, heart disease and polio. In the case of the 
last named, industry observers feel that a major 
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of Leading Drug Companies 








Parke, Pfizer 
Norwich Davis (Chas.) Schering Sterling 
Pharmacal & Co. & Co. Corp. Drug 
$ 22 : $ 14.8 
$ 19.1 $ 10.6 
899 4,895 4,900 1,760 3,840 
$ 4.4 $ 14.0 $ 23.6 $ .26 $ 44.6 
12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 
$ 20.7 $109.9 $145.2 $ 19.4 $164.2 
$6 CS $ 2.5 $ 5.0 $ 3 $ 2.7 
$ 2.1 $ 8.6 $ 7.7 $ 1.6 $ 14.3 
. s 2 
$ 2.0 $ 10.4 $ 15.2 S$ 138 $ 12.7 
13.0% 16.2% 16.6% 12.5% 17.5% 
9.8% 9.5% 10.4% 8.0% 8.0% 
20.0% 12.1% 15.6% 11.0% 15.3% 
$ 2.27 $ 2.14 $ 2.95 $ 89 $ 3.32 
12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 
$ 2.3 $ 19.1 $ 13.7 $ 3.6 $ 22.1 
$ 2.7 $ 33.9 $ 48.3 $ 49 $ 36.1 
$ 4.3 $ 17.4 $ 21.7 $ 2.8 $ 18.5 
$ 9.8 $ 72.6 $ 83.7 $ 11.7 $ 76.8 
$ 3.6 $ 24.0 $ 28.4 $ 3.9 $ 24.8 
$ 6.2 $ 48.6 $ 55.3 $ 7.8 $ 52.0 
$ 6.0 $ 35.4 $ 39.6 $ 5s.7 $ 36.7 
$ 16.0 $110.8 $126.8 $ 18.1 $ 76.8 
$ 2.64 $ 3.90 $ 2.79 $ 2.04 $ 5.77 
2.7 3.0 3.0 3.0 3.1 
13.3% 30.8% 33.2% 25.5% 22.0% 
28.2% 46.5% 57.6% 42.2% 47.0% 
$ 7.9 $ 72.8 $ 73.0 $ 13.9 $ 55.8 











hurdle has been surmounted in the development of 
the Salk vaccine. Studies are being concentrated on 
finding modern remedies for virus infections and 
common bacterial infections which have defied sci- 
entists. Drugs suitable for treatment of tropical dis- 
eases also are becoming increasingly essential now 
that areas previously ignored by Americans and 
Europeans have attained greater economic impor- 
tance since the war. 

Popular proprietary products which have enjoyed 
satisfactory markets show promise of continued ex- 
pansion as the number of retired persons expands. 
Enlargement of retirement programs, partly as a 
result of pressure from labor unions, has contributed 
in no small measure to the increase in that segment 
of the population over the age of 60 living on old 
age benefits of one kind or another. Consumption of 
drugs by this age group is growing. 

Three principal factors have given impetus to the 
dynamic growth of the drug industry in the last 
dozen years: (1) Aggressive development of hos- 
pitalization plans stimulated by labor unions and 
welfare groups; (2) widespread public acceptance of 
so-called wonder drugs despite relatively high costs 
and unsatisfactory results in some cases from side 
effects; and (3) vigorous promotion of new products 
in agricultural fields. All indications point to even 
greater enlargement of the market for antibiotics 
despite keen competition. 

Adoption of animal feed supplements has gained 
momentum because livestock raisers have indicated 
their willingness to pay for feeds that promise 
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greater results at the marketing end. Volume of 
business for the drug industry is expected to range 
upward of $100 million or $200 million annually. 
It has been demonstrated that various types of phar- 
maceuticals enable farmers to deliver pigs to market 
as much as 10 per cent earlier than otherwise with 
important economics in feed supplies. Substantial 
savings are obtainable on poultry in controlling dis- 
ease, it is said. Aureomycin, tetramycin and nitrofu- 
rans have been successfully applied to animal feeds 
in numerous products. 

Although agitation for social medicine has devel- 
oped from time to time, legislative observers see no 
indication of enactment of legislation in the near 
future providing for such a program in this country. 
Hospitalization programs providing for voluntary 
insurance have been gaining popularity, however, 
and they have contributed to increased consumption 
of medical supplies. Thousands of patients enter hos- 
pitals each year who could not have availed them- 
selves of the service if the cost had not been met in 
large part by plans financed to some extent by em- 
ployers. So intrenched in industry has the hospitali- 
zation idea become that it may be expected to gain 
momentum over the years—especially as the popu- 
lation increases and greater numbers of industrial 
workers are included. 

Commercial distribution of vaccines for treatment 
of polio and hormone drugs recommended for arthri- 
tis and various allergies is expected to boost sales for 
most major producers this year. Ordinarily the intro- 
duction of new products would encourage expecta- 
tion of substantial improvement in earnings, but in 
the last four or five years competition has become so 
active that manufacturers have been unable to main- 
tain wide margins on such items for lengthy periods. 
Nevertheless, prospects are regarded as encouraging 
for continued enlargement of profits in the drug in- 
dustry this year. 

Most of the important drug manufacturers came 
through last year in good style so far as earnings 
are concerned. Most of them showed gains, reversing 
the moderately downward trend of the previous 
year. To a considerable extent, the improvement was 
due not only to a gain in sales, though this was of 
comparatively moderate proportions, but to the rec- 
tification of the unwieldy inventory situation which 
had marked conditions in this industry in 1952 and 
1953. As a result, prices have stabilized to a sub- 
stantial extent, which has been of distinct benefit to 
most of the companies concerned. 

With the entry of 1955, these companies were in 
a position to profit from more stabilized conditions 
and for some of them, whose activities with respect 
to new products has been described in the preceding 
pages, earnings prospects for the balance of the year 
are impressive. Manufacturers of the new Salk vac- 
cine, in particular, are certain to show substantial 
gains in earnings. 

The generally improved position of the drug com- 
panies last year was reflected in a number of divi- 
dend increases but of rather moderate dimensions. 

In recent, weeks, public attention has been directed 
to the drug stocks, as a group, though attention has 
been paid particularly to issues representing manu- 
facturers of the new polio vaccine. In general, the 
market position of this group has strengthened con- 
siderably and leading stocks such as Parke, Davis, 
Merck, Schering and Pfizer, in particular, would 
seem to hold sound prospects for further apprecia- 
tion over the longer-term. —END 
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I, 1954, Westinghouse Electric Corp., for the 
fifth consecutive year, attained new heights in net 
sales billed and in net income. Its sales volume for 
that year reached $1,631 million, up three per cent, 
or $49 million, from 1953, and 60 per cent, or $612 
million greater than in 1950 in which year net sales 
for the first time in the company’s history went over 
the billion dollar mark. 

Net income for 1954, at a record high of $84.5 
million showed an even greater percentage increase, 
rising by 7.1%, being a little more than $10 million 
above 1953 net income of $74.3 million. This latter 
sum, after payment of $1.9 million in preferred divi- 
dends, was equivalent to $4.53 a common share. In 
1954, net income, after preferred dividends, equalled 
$5.06 a common share a gain of almost 12 per cent 
on per share basis over 1953. 

This compressed compilation of vital statistics 
provides some idea of the outstanding growth of 
Westinghouse Electric, particularly in the past five 
years, during which its productive capacity has been 
increased by approximately 50 per cent. 

Going back another five years to 1945, Westing- 
house, in the last decade, more than doubled its net 
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Reaches for New Heights 
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billings, and increased total net income more than 
three-fold. This is a record that substantiates the 
electrical equipment industry’s forecast of a growth 
trend that will double the market for electrical 
products every 10 years. So far as Westinghouse is 
concerned, this prediction may prove to be away off 
the target. It began preparing for increased produc- 
tive capacity shortly after the close of the war. By 
1948 it had completed a program which increased 
manufacturing facilities by 50 per cent at a cost of 
$150 million. In 1951, it started another expansion 
program, involving approximately $300 million, 
which will be virtually completed by mid-1955. To- 
gether with the previous expansion productive capac- 
ity will be increased by 125 per cent over that at the 
end of World War II. There is still a need for ad- 
ditional facilities. Last year, Westinghouse Electric’s 
capital expenditures toward this end amounted to 
$60 million. How much more will be appropriated 
this year and next and the year after that will be 
determined by the company’s assessment of future 
demands upon its facilities, which, as 1955 opened, 
comprised 56 major plants in 20 states of this 
country. 
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Although Westinghouse Electric regards as its prin- 
cipal business the design and manufacture of imple- 
ments that generate, transmit, distribute, control 
and use electric power, it manufactures more than 
300,000 variations of 8,000 basic products. These 
products range from tiny lamps, no bigger than 
a grain of wheat, for use in bronchoscopes employed 
by the medical profession, to giant turbine genera- 
tors. In short, Westinghouse makes “everything 
electrical”, and much more. Among its products are 
electronic equipment, medical and industrial x-ray 
apparatus, jet engines, electric locomotives and 
drives for various other types such as diesel-electric, 
virtually all kinds of household appliances from re- 
frigerators, dish and clothes washing machines to 
electric sheets and blankets. The list of products is 
practically without end. A quick way to convey some 
idea of what Westinghouse makes would be to say 
that if it has anything to do with generating, trans- 
mitting or controlling electricity or employs electric 
energy in its operation in an industrial plant, hospi- 
tals, laboratories or in the home, its a “safe bet’ 
that Westinghouse manufactures it. But still such 
a statement is not broad enough. Westinghouse is 
also deeply engaged in atomics, communications, air 
handling and conditioning, lighting, plastics and 
metallurgy, the latter embracing titanium, zirconium 
and other ‘“‘new” metals. 

The number of plants it operates, its widely di- 
versified output, and even sales and earnings con- 
stitute but one measure of Westinghouse. These 
facts and figures when compared with those of five, 
ten and 20 years ago, indicate the growth of the 


company. Westinghouse, however, didn’t “just 
grow”. Plant expansion, increased sales and greater 
earnings are effects having their cause in manage- 
ment’s ability to see into the future and its willing- 
ness to prepare to meet broadening markets and 
rising demand. Almost immediately following the 
end of the war in 1945, Westinghouse, sparked by 
the dynamic “Bill” Price who ascended to the com- 
pany’s presidency in January, 1946, mapped its 
plans to expand its activities in order to keep pace 
with its predicted growth of electric power con- 
sumption in the ten ensuing years. 


Westinghouse Long-Range Planning Covers 
All Phases of Its Activities 


It was then that the company initiated its $130 
million expansion program. To finance the cost, it 
sold $30 million in 254% debentures and got another 
$50 million through bank loans which at the end of 
1947, totaled $80 million. In the following year, 1948, 
the sale of $80 million in new 2.65% debentures, due 
July 1, 1973, enabled it to wipe out an equal amount 
of bank borrowings, leaving a funded debt repre- 
sented by various debentures issues, totaling $130 
million. By 1950, this sum had been cut down almost 
50% to $65.1 million, and pared still more to where 
of the original issues of debentures only $23.8 million 
were outstanding at the beginning of 1955. However, 
to finance the second, or $300 million, expansion pro- 
gram, Westinghouse again went to the public with 
an issue of 316% debentures, a portion of which 
were offered in equal amounts in 1951 and 1952, and 
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An Exclusive Statement for The Magazine of Wall Street: 


ENORMOUS GROWTH POTENTIAL OF ELECTRIC INDUSTRY 


By GWILYM A. PRICE 
President of Westinghouse Electric Corporation 





i the electrical industry occupies a position of greater importance in our economy than 
ever before. We expect that the electrical products emerging from our factories in 1955 will approxi- 
mately equal the 1954 volume which represented the industry’s biggest year, with only one exception 
— 1953. It now appears that even this peak will be surpassed by 1957. 

And, the end is not in sight. For example, it is quite possible that half of the new homes built in 
the next decade will have central air conditioning. The industry expects to sell some 428 million electric 
appliances in the next five years. The nation’s demand for electric power doubles every 10 years, and 
this means growing need for power generators, transformers and a great variety of other electrical 
apparatus. The development and construction of atomic power reactors and related equipment will 
provide an expanding market. Automatic machinery is another fast-growing field which demands 
more and more electrical equipment. 

These are only a few of the challenges that face us as we look into the future and realize the 
tremendous growth potential of the industry. Our ten-year projection of energy demand calls for a 
national installed capacity of 215 million kilowatts, in 20 years 400 million kilowatts, and beyond 
that the figures become astronomical. 

In the light of these expected demands on the electrical industry and on the basis of a continuing 
research program, we at Westinghouse think the future for atomic energy is bright. But, we do not 
expect its impact to be sudden or dramatic. The process will be evolutionary, not revolutionary. 

Atomic power is not simply an extension of the electrical art but a whole new approach in the 
power field. There is little question that the nucleus’ of the atom must be utilized as a future energy 
source, because the tremendous electric power needs of the future are not likely to be met by using 
conventional fuels alone. 

Improved manufacturing operations, getting more power into the home and factory, and the 
development of atomic energy are three of the main objectives for the industry in the years ahead. 

















APRIL 30, 1988 173 





the balance of $50 million in 1953, to bring the total, 


amount outstanding to $300 million. 

Thus, Westinghouse has a funded debt of $323.8 
million, and $50 million of $3.80 preferred stock. 
Both this stock and the debenture issues require 
sinking fund payments. Because of retirements of 
approximately $8 million of Class A preferred in 
1949, and the steadily whittling away of the 25% 
debentures, no cash sinking fund payments will be 
required on either one of these latter issues until 
after 1958. As to the big debt—the $300 million 
debenture issue— no payments are required until 
1962, at which time a 5% sinking fund goes into 
operation. The company may, at its option, redeem 
15 per cent additional in any year without penalty, 
and beginning in 1956, can start retiring these 
debentures in whole or in part at a premium. 

In looking at Westinghouse from another angle, 
it will be seen that during the time it was carrying 
out its $450 million expansion programs, it brought 
total assets up from $642.5 million at the close of 
1947, to $1,329 million as of last December 31. 
Within the same period, it paid out in dividends on 
its common stock a little more than $212 million, 
and retained $300.5 million to be put back into the 
business. Net working capital almost doubled, rising 
from $394.4 million to $692.1 million at the end 
of 1954. 

These gains also are effect. They are the fruits 
of Westinghouse Electric’s long-range planning, 
launched so vigorously in 1946, and which by 1957, 
will have provided facilities with a normal output 
capacity, in terms of current price levels, of approxi- 
mately $2,100 million. Increased productive capacity 
is only one of the basic objectives for the long-term 
on which Westinghouse has placed considerable 
emphasis, setting goals that will assure it keeping 
ahead of the industry. One of its very basic objec- 
tives, naturally, is to increase its share of the total 
market for its output of heavy apparatus, general 
industrial products and consumer products. To 
achieve these objectives, it has worked out specific 
and detailed programs involving all phases of its 
activities, including gearing sales and promotions 
efforts to increased productive capacity, focusing 
attention on cost reduction, and intensifying re- 














WESTINGHOUSE ELECTRIC CORP WX _-——_——_— 
Adjusted 
|— Price Range _—— I % 
1929 - 1935 
High - 738 
Low - 35 ® 
| Funded Debt: $323,842,000 j { 
{—~—4 Shs. $3.80 Pfd B: 500,000 - $100 par } : 
t |Shs. Common: 16,241,064 - $12.50 part — 
- } $ {Fiscal Year: 


Dec. 31—— —4 t 
a att Pat 
t ith, ' jit if wal t 


jp | pe at 
all ih! tt if ay } 
Gara comme seri! itso a Tat 





<4 






NW 





SHARBS 


ta aa 


THOUSANDS OF 











italy 





19441945 | 1946 | 1947 | 1948 | 1949 1950 | 1951 1952 1953 

1.94 [ 2.02 | .65) 3.98 | 3.88 | 4.95] 5.36] 4.021 4.23.1 4.53 7 

1.00 | 1.00 | 1.00! 1.25 | 1.25 |" 1.40] 2.00 | 2.00 | 2.00 | 2.00 2.50 
205.6] 245.4] 331.2] 392.0] 309.9] 419.5] 455.8] 455.2] 553.2) 629.71 692.1 Wc G 





**9 months 


search, engineering and product development. 

Research and engineering are the foundations on 
which Westinghouse is built. From the time of its 
founder, George Westinghouse, who, in the early 
1880’s, was the great advocate of the use of alter- 
nating current, the now familiar “ac” which largely 
powers today’s mechanized civilization, the company 
has expanded its research and engineering facilities 
in these fields. Through research it has also extended 
its frontiers, delving into almost all branches of the 
physical sciences, becoming the industrial pioneer 
in atomic fission with construction of its own atom 
smasher, as long ago as 1937, for studies of the 
nature of matter. 

In view of the company’s pioneering in the atomic 
field, it did not come as a surprise when the Govern- 
ment called upon Westinghouse to provide the 
nuclear reactor and the associated propulsion equip- 
ment for the U.S.S. Nautilus launched in January, 
1954, at the yards of Electric Boat Division of the 
General Dynamics Corp. From this initial nuclear 
reactor order, Westinghouse Electric’s progress in 
the field of atomic energy has been rapid, with its 
accomplishments in 1954, of tremendous significance, 
both for their importance (Please turn to page 190) 












































Long Term Operating and Earnings Record 

Percent 

Net Operating Operating Income Net Net Net Div. Earned 
Sales Income Margin Taxes Income Profit Per Per on Invested Price Range 
(Millions) —(Millions) Margin Share Share Capital High Low 
1954 wee $1.631.0 $165.4 10.1% $78.6 $84.5 5.1% $5.06 $2.50 11.4% 8014-50" 
1953 1.582.0 150.7 9.5 78.5 74.3 4.7 4.53 2.00 10.3 52-3912 
SN “Aichi salads ah Sea Ashocenbasaocdbbetabousanes 1.454.2 169.6 11.6 104.4 68.5 4.7 4.23 2.00 10.2 4838-3518 
NE hsacenrboipapicainandiacsubeiaeniacinaecabud estnceDobain 1.240.8 168.2 13.5 110.0 64.5 5.2 4.03 2.00 10.2 4212-3458 
MINE sacs cscouanahesednpenine Aikwieteanapstesancaneebe 1.019.9 153.2 15.0 81.7 77.9 7.6 5.36 2.00 14.7 36 -29'8 
MIT” “clk os svaci gehaniniépavschsiesteaslinceeuphcen daasmusente 945.7 109.4 11.5 43.5 67.2 7.1 4.95 1.40 15.1 33-205 
SUMED "ic acuscuiacemsaidetanekbactesaqpaanss vhowewisoiniata 970.6 97.2 10.0 42.1 52.6 5.4 3.88 1.25 13.0 334-2312 
SIT 5 ces ath Sack eised-da wsnttecaccasndsedsbaspancinneiens 814.6 95.2 11.6 39.5 48.8 6.0 3.58 1.25 13.1 31° -22'2 
RY cbscie tiaiShahibkavhaccanskisecantacieboccecacwrankese 372.0 (d) 57.1 (d) 15.3 (1) 8.8 2.3 .65 1.00 2.6 3934-211 
MOM -sSisbelcsesnthacsnesexisteanvtoessshetaaantancieaants 684.7 49.4 72 23.7 26.8 3.9 2.03 1.00 9.2 37%-31'8 
10 Year Average 1945-1954 .............. $1.071.5 $115.8 11.5% $60.2 $57.3 5.2% $3.83 $1.64 10.9% 8014-2058 

(d) Deficit. (1) Received net carry-back tax refund of $59.6 million. 
~— a 
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= time to time, over a period of the last 
five or six years when higher Federal income taxes 
have been putting the squeeze on incomes, regardless 
of which bracket they fall, we have called attention 
to the availability of securities on which cash divi- 
dends were wholly or partially tax exempt. 

Of course, most investors are aware of the fact 
that there are any number of bond issues of the Fed- 
eral and state governments as well as obligations of 
divisions of state and local governments on which 
income is tax exempt. Such issues, however, because 
of their low yields are attractive only to investors 
with relatively high incomes. On the other hand, 
there is a comparatively small number of common 
stocks on which dividends, for one reason or another, 
in recent years have been partially or wholly income 
tax exempt. With changing conditions or situations 
however, such dividends, tax-free in 1954, for in- 
stance, could become taxable this year, or the status 
of that portion heretofore exempt might change, 
making the entire dividend payment subject to tax. 

It is possible, nevertheless, for an investor seeking 
tax shelter to find companies with fairly consistent 
records of partially tax-free dividends which should 
be maintained for at least the next two or three 
years. This group includes a number of common 
stocks of public utility companies which, in addition 
to the advantage they offer 
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By RICHARD COLSTON 


of communities in its area. Continuous industrial and 
population growth in the communities served has re- 
sulted in steady gains in the company’s operating 
revenues and net earnings. Net income last year was 
equal to 94 cents a share for the common stock on 
which dividends totaling 70 cents a share were paid. 
Of this sum, 55.7 cents was non-taxable for income 
tax purposes. At the present time, the stock is on a 
76 cents annual dividend basis. What portion, if any, 
of 1955 distribution will be regarded as tax-free de- 
pends on questions of a tax and accounting nature. 
However, the possibility of some tax exemption, to- 
gether with promising earnings outlook, gives appeal 
to the stock at its present market price of about $17 
a share. 


Detroit Edison, furnishing electricity to Greater 
Detroit and southeastern Michigan, showed net in- 
come of $2.05 a share for last year and is likely to 
better this mark in 1955. Dividends of 40 cents 
quarterly, the current rate, were paid in 1954, and 
of the total amount per share distributed 54.3 cents 
were nontaxable, being considered a return of capi- 
tal. The high qaulity of the stock and its partial 
dividend tax exemption feature makes it an attrac- 
tive issue at the current price of 36 for investors in 
higher income brackets. (Please turn to page 202) 











through the tax-free feature, 
possess considerable attrac- 
tion considering the growth 
potentials inherent in the ex- — 





pansion of revenues and earn- 
ing power. 
We list this selection of par- 





tially tax-free public utility 





stocks in the accompanying 
table which sets forth among 
other data, the total 1954 divi- 
dends and the amount desig- 
nated as being tax exempt. 
Some brief comment on sev- 
eral of the more outstanding 
issues in the list follows: 


Central Hudson Gas & Elec- 
tric, supplies electricity in the 





Central Hudson River Valley 
and natural gas to a number 
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12 Tax-Exempt Utility Stocks 

1954 

Per Share 1954 Tax-Free 1954-55 Recent 

Earnings Dividend Portion Price Range Price —‘Yield* 
Central Hudson Gas & Electric ............ $0.945 $0.70 $0.557 174-12 17 4.1% 
Central Louisiana Electric .................... 1.54 1.15 0.60 29 -22 28 4.1 
NS ITO OO ROOTED 2.05 1.60 0.543 3712-2832 36 4.4 
Glectric Bond & Shave .............00..0.00.000 1.29 1.26 1.26(a) 32 -19% 31% 4.0 
Oe Pee TURN Ge w.ncsccinsesccsesecsecesss0 1.89 2.00 2.00 5412-355 50 4.00 
ER PEON LOIRE 1.81 1.40 0.329 2852-222 25% 5.4 
Illinois Power. .................. 2.82 2.20 1.10 52 -40 49%. 44 
Pacific Power & Light 1.54 0.925 0.322 26 -20% 25% 3.2 
South American Pub. Service ................ 1.46 1.32 0.74 292-2334 272 48 
Standard Power & Light ...................... 0.31 0.70 0.70 18 -13 16% 4.2 
I IR sastscaxcsupandpsstnsindapnionoessniices 0.30 0.27 0.27 732- 4% 7 4.4 
Washington Water Power ..............00 1.90 1.625 1.41 3812-2552 37% 4.2 
——_— are calculated on straight income basis; tax savings will vary depending on investor’s income 

racket. 
(a) Cash value of United Gas stock distributed. 
ain siete 
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Gaylord 
Great N 
| Internat 
S} he amazing growth of the paper and paper- As we approach the end of the greatest expansion aa 
board business—now ranked fifth in size among cycle in the annals of the industry it is well to con- §) morath 
America’s giant industries—goes on despite occa- sider the record and view the outlook. The domestic Mead € 
sional pauses for catching of the breath. A splendid wood pulp industry has tripled its productive ca- | Natione 
barometer of general business conditions, its sturdy pacity in the last two decades. Since the end of Oxford 
development, in large measure, may be attributed to World War II, pulp capacity in this country has St. Reg) 
the ingenuity, research and enterprise of its leaders, risen at an averaged rate of 1,000,000 tons yearly | Scott P 
ever alert to new large pastures for their thousands —to about 22 million tons from 12 million tons. Suther! 
of products that now range over every phase of our About half of this 10 million-ton capacity increase is >} onan 
daily lives at home, on the farm and in the factory. in 32 new mills built since 1946 and the other half — 
When all of the returns for 1954 were in, it was has resulted from improvements and additions to + 
found that production by the industry had soared _ existing facilities. 

to a total of 26,613,000 tons, eclipsing by about , | Champ 
100,000 tons the previous record, reached in 1953. New Capacity Absorbed | growin 
This new high was achieved despite a decline in A measure of this 10 million-ton increase may be | Crown 
early 1954, in keeping with the recession that pre- gleaned from the fact that it is more pulp than Can- _— 
vailed through large parts of the economy and in ada has ever produced in any one calendar year. It a. 
spite of a sharp drop in paperboard output, off at is more pulp, by almost 50%, than the entire Scan- ete § 
one time as much as 4% from the 1953 pace. Total dinavian industry turned out in its best postwar | March 
production for the industry last year was about year. And it is more pulp, by 52%, than the United — 
equally divided between paper and paperboard. States produced in its best prewar year. prices 
New production records also were registered in Fortunately, for the industry, the rate of expan- Great 
the first quarter of this year, indicating 1955 may sion of productive capacity has slowed, although oe 
well prove to be another banner year as the nation it there are several large mills in course of construc- pions 
serves enjoys better times. Paper and paperboard tion here and in Canada. Work of rehabilitation of print 
output totaled 7,100,000 tons in the first three months existing facilities, of course, still goes on. This slow- Kimbe 
of 1955. This was 9% more than in the initial quar- ing down should prove a good thing, affording pulp coate 
ter of 1954. Meanwhile, pulp mills turned out and paper producers a chance to review their cur- Lily-1 
4,875,000 tons of their product, a jump of 13%. rent position, consolidate their gains and give more — 
With new capacity in operation before the cur- studied attention to the future. BAT 

tain is rung down on 1955 (approximating 200,000), The industry is in a healthy condition. Earnings 
there is small doubt new heights will be scaled. reports, taken at random, provide cheering news to ba 
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widers of paper stocks. We cite the following: 

International Paper Co. and its subsidiaries last 
wear achieved the highest sales and earnings of its 
p-year history. While production of pulp, paper and 
haperboard by this leader of the field declined to 
028,027 tons from the 1953 record of 4,074,160 
Pmons, net sales were up 1.4%. 

Union Bag and Paper Corp. profits rose sharply 
spite a small decline in sales. Net earnings of Gay- 
i Container Corp. last year were $7,001,000, or 
60 a common share. Earnings for 1953 were 
821,000, or $2.71 a share after elimination of a 
475,000 non-operating item. Net shipments last 
tar amounted to $87,313,000, within 5% of the rec- 
d high set in 1953. 

Oxford Paper Co. sales and net earnings last year 
vere the highest in its 56-year history. Lily-Tulip 
(up Corp., Dixie Cup Co. and dozens of others might 
te cited, but the foregoing should be ample illustra- 
tion of the prevailing pattern. 

Prospects are good that the industry, with a rec- 
wd first quarter tucked behind it, will do at least as 
vell in 1955 as in 1954. Paperboard production in 
March was setting new records, running nearly 11% 
ahead of 1954. New orders were up slightly and 
























unfilled orders higher by 23%. Department of Com- 
merce officials, meanwhile, were reporting that 
newsprint supply and demand were in “good bal- 
ance.” This condition was expected to continue for 
the next year or two. Some producers of market pulp 
announced price rises, to begin April 1. Such rises 
sometimes have an effect on paper prices generally. 
There is a question whether price increases in news- 
print will follow higher prices for market pulp. 
Virtually all newsprint producers maintain their 
own pulp mills and do not rely on the open market 
for pulp supplies. 


Per Capita Consumption Higher 


In the postwar period (1945 to 1953) domestic 
consumption of paper and paperboard has increased 
11.5 million tons, or 59%. Of this total increase, only 
one-fourth was attributable to increased population. 
The remaining three-fourths was due to increased 
per capita consumption. If, since 1946, the industry 
had depended on population increases alone to gen- 
erate new outlets for its products, pulp and paper 
consumption last year, instead of totaling 31,250,000 
tons, would have totaled only 22,400,000 tons. In 











Statistical Data on Leading Paper Companies 





























Earnings Per Share Dividends Per Share Recent Div. Price Range |f 
1952 1953 1954 1952 1953 1954 Price ‘Yield (7) 1954 to Date 
Champion Paper & Fibre .................. $ 3.82 $ 4.13 $ 4.501 $ 1.50 $ 1.62%  $ 2.00 50 4.0% 60 -33 
Container Corp. of America ................ 4.01 3.94 5.31 2.75 2.75 2.602 64 4.0 6958-337 
Grown Zetlerteahe ............c.cccccsssscsscseeess 3.52 3.48 4.001 1.60 1.65 1.95 70 2.7 71 -34% 
Dixie Cup — 3.02 3.55 4.05 1.60 1.65 1.80 55 3.2 61%4-48 
I MII i sleaicnscsnciasbsectssobitoaseraien 2.66 2.96 2.28 1.37% 1.50 1.50 29 5.1 31%-19 
DIRT COMPMIIOE ........ccccccccccsesssnscsecee 3.01 2.89 2.60 1.502 1.50 1.57% 36 4.3 3712-25 
| Great Northern Paper Co. . 4.64 4.63 3.97 3.00 3.00 3.00 77 3.8 84 -54 
| International Paper ................ 5.23 6.44 7.05 3.00 3.002 3.002 88 3.4 9414-55 
Kimberly-Clark Corp. .............. vata 2.04 2.62 2.801 1.20 1.20 1.35 46 2.9 4734-24 
III cs cspnksscnsncsadniccosbseseceabsavons 3.97 4.57 6.06 1.66 1.66 2.402 103 2.3 104 -50 
RUNING | on ccsccscncscceseucesebierenssonns 2.18 1.55 2.01 1.20 1.20 1.20 33 3.6 35 e-1634 
Mead Corp. IRE 4.97 4.41 4.62 1.602 1.652 1.852 61 3.0 6158-2712 
PONNENE COMMOIIIOE nnccccescscsonssenseeszecoese 1.17 1.07 1.01 1.00 602 .60 15 4.0 16'2-10% 
| Oxford Paper 2.84 2.88 3.81 1.00 1.00 1.30 43 3.0 4534-1434 
St. Regis Paper ... earn 2.32 2.91 2.62 1.00 1.25 1.57% 40 4.1 4158-20 
| RI onicsnkigksaniasknsonncsbaoneis 1.72 1.80 2.201 1.20 1.35 1.57% 61 2.6 6614-347% 
| Sutherland Paper 2.74 3.25 4.001 1.50 1.50 1.70 52 3.2 5834-3012 
Union Bag & Paper 6.24 5.58 6.09 3.50 3.00 3.50 76 4.7 8234-433 
West Virginia Pulp & Paper ................ 2.47 2.77 2.57 1.00 1.00 1.40 42 3.3 43 -23% 
+—Based on 1952 dividend. 1_—Estimated. 2—Plus stock. 





Champion Paper & Fibre: Container board use in food packaging field 
growing, enhancing its strong position in the industry. (B) 


Crown Zellerbach: Year ending April 30 should reflect high production 
and sales of this well-integrated firm. Order situation outstanding. (B) 


Dixie Cup: Excellent earnings record should be maintained through rising 
demand for paper cups and containers. (B) 


Gair (Robert) Co: Factor in paperboard, which set production records in 
March. Plans important acquisitions for 1955. (B) 


Gaylord Container: Use of packaging materials rising and higher kraft 
prices should help. Shipments near record high levels. (B) 


Great Northern Paper: Low cost of operations lends degree of stability 
to this top domestic producer of newsprint. (A) 


International Paper: Giant of the field, it has slated huge newsprint mill 
for this country. Operations are integrated and output diversified. News- 
Print and kraft items are major items. (A) 


Kimberly-Clark: Strong integrated white paper producer and leader in 
coated book paper ou cellulose wadding. (A) 


Lily-Tulip: Excellent earnings record helped by growing demand for paper 
cups, containers, plates, tubs and other paper products for packaging. (A) 


Marathon: Demand for its packaging materials and containers continues 
good, indicating high-level earnings. (B) 


Mead: White paper and paperboard business is cyclical. Sales and outlook 
are good. (B) 


National Container: This integrated maker of containers, paperboard and 
pulp should benefit from new capacity. (B) 


Oxford Paper: High-grade book, magazine and commercial papers. Mod- 
ernization and expansion program. Well-protected 30¢ quarterly plus 25¢ 
annual extra. Outlook favorable. (B) 


St. Regis Paper: Has boosted expansion plans and figures to benefit 
earnings-wise. Excellent earnings record with oil prospects adding 
additional appeal. (B) 


Scott Paper: An investment quality issue, it offers splendid long-term 
growth possibilities. Usually sells on a liberal price-earnings ratio in 
contrast to other equities in the industry. (A) 


Union Bag & Paper: A leader in the kraft industry, it has managed to 
improve net despite some shrinkage in sales. (B 


West Virginia Pulp & Paper: Has earmarked $100 million for expansion. 
Should be helped by replacement of old machinery. Hinde & Dauch acqui- 
sition has strengthened its position in the industry. (A) 











RATING: (A)—Sound commitment for long-term appreciation. 





(B)—Moderately attractive but more speculative than (A). 
NOTE: New purchases should be correlated with market advices of A. T. Miller appearing in each issue. 


(C)—Unattractive. 
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Comprehensive Statistics Comparing th 
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Container Great 
Figures are in million dollars Corp. of Dixie Gair Gaylord Northern 
| except where otherwise stated. America Cup (Rob’t) Co. Container Paper 
CAPITALIZATION: 
|| Long Term Debt (Stated Value) ....................cccceceeseeteeeterestenenee Ms $ 16.0 $ 27.2 $ 8.3 $ 32.0 
i| Preferred Stocks (Stated Value) oo... $ 8.8 $ 7.0 $ 10.0 
Number of C Shares Outstanding (000) 2,495 780 2,251 2,695 1,000 
TOTAL CAPITALIZATION: $ 33.7 $ 27.4 $ 29.4 $ 12.8 $ 67.0 
INCOME ACCOUNT: For Fiscal Year Ended 12/31/54 12/31/54 12/31/54 12/31/54 1/2/55 
NI ooo cag cucscacdensanensdncsncee scaunteeunoee $186.5 $ 44.3 $116.4 $ 86.5 $ 44.9 
Deprec., Depletion, Amort., etc.................... $ 4.1 $ 1.1 $ 5.1 $ 2.9 $ 26 
ooo aca los caksndssnisassadsecuasccnnes $ 15.4 $ 3.7 $ 69 $ 7.3 $ 37 
Interest ‘Charges, etc. $ 6 S 3 $ 3 $ Wi 
Bal for C $ 13.2 $ 3.1 $ 5.1 $ 7.0 $ 39 
Operating Margin 14.9% 17.4% 12.3% 16.0% 19.79, 
Net Profit Margin 7.2% 8.0% 4.4% 8.0% 9.2%, 
Percent Earned on Invested Capital 15.1% 12.7% 10.2% 13.1% 6.44, 
Earned Per Common Share(*) $ 5.31 $ 4.05 $ 2.28 $ 2.60 $ 3.97 
BALANCE SHEET: Fiscal Year Ended 12/31/54 12/31/54 12/31/54 12/31/54 1/2/55 
Cash and Marketable Securities $ 10.7 $ 8.3 $ 7.0 $ 8.0 $ 76 
Inventories, Net $ 13.7 $ 11.7 $ 14.2 $ 10.8 $ 11.0 
Receivables, Net $ 89 $ 2.5 $ 6.7 $ 49 $ 42 
Current Assets $ 33.5 $ 23.1 $ 29.1 $ 23.8 $ 25.2 
Current Liabilities $ 89 $ 5.8 $ 9.9 $ 3.6 $ 5.8 
Working Capital $ 24.6 $ 17.3 $ 19.2 $ 20.2 $ 19.4 
Fixed Assets, Net $ 49.0 $ 22.3 $ 64.8 $ 40.2 $ 768 
Total Assets $ 98.3 $ 49.5 $ 95.4 $ 65.2 $102.8 
Cash Assets Per Share $ 4.32 $ 10.75 $ 3.14 $ 2.99 $ 7.63 
Current Ratio (C. A. to C. L.) 3.7 3.9 2.9 6.6 43 
Inventories as Percent of Sales 7.3% 26.4% 12.2% 12.5% 24.6%, 
Inventories as Percent of Current Assets 41.1% 50.7%, 49.0% 45.5% 43.8%, 
Total Surplus $ 56.2 $ 16.2 $ 48.1 $ 48.8 































$ 29.6 





(*)—-Data on dividend, current price of stock and yields in supplementary table on preceding page. 








brief, the historical rate of growth by this industry 
has been high because it has been able to develop an 
ever-widening range of end-products designed to 
meet consumer needs and because the over-all eco- 
nomic situation has enabled the consumer to buy 
these products in ever-increasing volume. 

The largest pastures selected for invasion were in 
the fields of packaging and building. Paper succeeded 
in gaining a foothold in these fields because it was 
found that it could supply serviceable products for 
these markets at less cost than competitors. Today, 
over half of the total paper and board used is for 
packaging purposes. The building industries have 
become the outlet for an increasing share of the total 
paper supply. Whether the industry can continue to 
maintain the spectacular growth rates of the past in 
these important segments of the economy is open to 
serious question. The obvious potential markets for 
packaging and building materials have been pretty 
thoroughly exploited. 

Viewed in many quarters as a feast-or-famine in- 
dustry, paper people, generally, fear over-expansion. 
Nevertheless, several companies expect an even 
stronger demand for their products in the years 
ahead. Typifying this group is West Virginia Pulp 
and Paper Co., which has earmarked $100 million 
for expansion over the next five years. Some $25 mil- 
lion of the total will go for two new machines—one 
for kraft production and the other for lightweight 
printing papers. Another $30 million is to go for a 
new mill capable of producing 300 tons of hard white 
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papers daily. The balance will be spent for such fa- 
cilities as new box factories and a variety of operat- 
ing improvements. 

West Virginia, like many other companies, feels 
the future belongs to those who keep their machinery 
modern, strive for consolidation of operations and 
broaden their product base. Starting with sanitary 
paper, West Virginia managed to triple production 
in the postwar decade. In 1953, the company got its 
biggest boost through purchase of Hinde & Dauch, 
an important manufacturer of corrugated shipping 
containers. This put West Virginia into the booming 
converting field. 

All of this was part of a program that lifted West 
Virginia’s average profit margin before taxes to 
17.9%. This is below International’s 22.7% and St. 
Regis’ 19.8%, but above box-making Container 
Corp.’s 15.7% and Mead Corp.’s 12.1%. 

Scott Paper Co. probably is the outstanding exam- 
ple within the industry of this program of expansion 
and diversification, sparked by management’s ag- 
gressiveness and the increasing demand for company 
products. Scott, which recently acquired Detroit Sul- 
phite Pulp and Paper Co., pursues a policy of ag- 
gressive salesmanship and improvement of new and 
old products. The Scotkin paper napkin and the 
Scott Industrial Wiper are two new products being 
successfully marketed. Expansion of facilities is 
actively pushed and includes the new mill at Everett, 
Wash., opened in late 1953. Scott also has acquired 
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a Tulip Marathon Mead National Oxford St. Regis Bag & Pulp & 
Paper Corp. Corp. Corp. Container Paper Paper Paper Paper 
$ 6.4 $ 15.5 $ 21.6 $ 20.3 $ 12.7 $ 73.0 $ SS $ 19.6 
, 23.0 $ 43 $ 13.2 $ 11.6 $ 10.1 $ 13.1 $ 11.2 
10,294 771 3,611 1,199 2,909 761 5,470 1,771 4,906 
‘100.2 $ 21.9 $ 42.3 $ 62.5 $ 34.8 $ 34.2 $113.4 $ 36.0 $104.2 
12/31/54 12/31/54 10/31/54 12/26/54 12/31/54 12/31/54 12/31/54 12/31/54 10/31/54 
683.0 $ 57.4 $117.8 $111.8 $ 75.6 $ 54.2 $200.0 $105.5 $164.3 
k 31.8 $ 12 $ 5.0 $ 3.3 $ 4.0 $ 2.0 $ 12.0 $ 6.7 $ 10.4 
5 53.0 $ 50 $ 8.6 $ 6.2 s aa $ 3.4 $ 13.6 $ 11.8 $ 12.0 
$ 2 $ 6 $ 2 $ 1.1 $ 4 $ 2.0 $ 6 
$72.5 $ 4.6 Ss 72 $ 5.5 $ 2.9 $ 2.9 $ 14.3 $ 10.7 $ 12.5 
19.6% 17.3% 13.8% 10.8% 10.7% 13.1% 14.0% 21.0% 14.8% 
10.7% 8.1% 6.3% 5.2% 4.6% 6.2% 7.4% 10.2% 7.9% 
15.6% 15.3% 9.1% 8.4%, 6.5% 8.8%, 11.4% 12.7% 9.5% 
$ 7.05 $ 6.06 $ 2.01 $ 4.62 $ 1.01 $ 3.81 $ 2.62 $ 6.09 $ 2.57 
12/31/54 12/31/54 10/31/54 12/26/54 12/31/54 12/31/54 12/31/54 12/31/54 10/31/54 
§ 63.8 $ 3.6 $ 9.5 $ 6.5 $ 12.7 $ 8.3 $ 41.1 $ 16.2 $ 51.9 
$ 90.9 $ 14.9 $ 30.7 $ 15.6 $ 10.8 $ 7.3 $ 26.1 $ 138 $ 15.1 
$ 43.7 $ 4.4 $ 9.0 $ 8.2 $ 5.4 $ 23 $ 15.8 $ 6.1 $ 7.8 
$198.5 $ 23.1 $ 50.7 $ 31.6 $ 30.1 $ 19.6 $ 86.6 $ 34.1 $176.4 
$ 47.4 $ 5.7 $ 19.7 $ 8.1 $ 14.4 $ 5.3 $ 9.7 $ 10.8 $ 19.8 
$151.1 $ 17.4 $ 31.0 $ 23.5 $ 15.7 $ 14.3 $ 76.9 $ 23.3 $156.6 
$303.9 $ 17.9 $ 68.6 $ 49.2 $ 54.9 $ 34.1 $122.0 $ 49.5 $ 94.6 
$549.4 $ 42.7 $122.2 $ 99.9 $ 89.6 $ 57.3 $216.5 $ 96.4 $176.4 
$ 6.25 $ 4.68 $ 2.63 $ 5.46 $ 4.36 $ 10.91 $ 7.51 $ 9.16 $ 10.58 
4.1 4.0 2.5 3.9 2.1 3.7 8.9 3.1 8.9 
13.3% 26.0% 26.1% 13.9% 14.3% 13.4% 13.0% 11.1% 9.1% 
45.8% 64.6% 60.7% 49.3% 36.1% 37.3% 30.1%, 34.6% 20.0% 
$369.5 $ 16.0 $ 55.2 $ 27.5 $ 39.4 $ 16.9 $ 89.8 $ 49.5 $ 52.3 











ahalf interest in Westminster Paper Co., Ltd. and 
merged with Hollingsworth and Whitney. Detroit 
Sulphite has been a supplier of base paper stock to 
Scott for many years and brings additional facili- 
ties and paper specialties to the Scott line. Hollings- 
worth adds an important non-competing line of 
specialized industrial paper items as well as substan- 
tial timber lands. The overall growth potential is 
impressive. Scott plans to expand sales volume to 
over $300 million within the next five years. Existing 
facilities would not be sufficient to supply the neces- 
sary pulp for this volume and additional acquisitions 
would seem to be indicated. The “boom and bust” 
appellation hardly fits in this case, for Scott has 
been paying dividends since 1915. 

A new generation is coming into its own in the 
operating, management and sales segments of the 
paper industry. And the byword is consolidation, a 
trend that has been accompanied by a shift in new 
enterprise from the northern United States and 
Canada to larger operations in the Dixie pine belt 
and on the Pacific Coast. Most notable in the last 
few years has been development of new processes 
which have enabled this industry to expand in the 
newsprint field with new mills in the pine belt. 
Apparently, this trend is growing. Especially nota- 
ble are Coosa River and Bowater, made possible by 
investments of newspaper publishers in the mills on 
which they depend for their supplies. This reduces 
sharply the sales hazard to the producers. A most 
notable phase of this development is the decision of 
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International to invest $20 million in a Southern 
newsprint mill. International’s present newsprint 
production is centered in Canada. 

While the emphasis here largely has been on the 
titans of this industry, it should be noted that many 
one-time small companies have come to the fore in 
this burgeoning business. Thus, Federal Paper Board 
Co., Inc. of Bogota, N. J., this year was approved 
for trading on the New York Stock Exchange. 
Shares first were made available to the public in 
March, 1953, and were dealt in over the counter. 
Federal, founded in 1916, now ranks third in the 
nation in production of the type of paperboard used 
in the fabrication of folding cartons. Federal now 
has a total of 13 paperboard mills and carton plants, 
situated mainly along the Eastern seaboard. During 
the past 10 years sales have risen from $8,423,000 
in 1943 to over $30 million in 1954. 

Obviously, the paper and paperboard industry 
does not lend itself to easy generalization about 
trends owing to the product mix. While companies 
such as Federal are wedded to the paperboard busi- 
ness, most companies are highly diversified. In many 
instances, despite this diversification, a major stake 
may be in one field. Thus, Weyerhaeuser Timber Co. 
is the world’s largest timber company with its big 
stake in utilization of the forest product. Inter- 
national, on the other hand, once was almost wholly 
a manufacturer of newsprint, but now is highly 
diversified—67% paper and board (mostly kraft), 
20% newsprint and 13% (Please turn to page 192) 
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50 Stocks 


Yielding Over 6% 
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By LOUIS WELLS 


‘J he investor seeking a good yield on his 
stocks, together with a reasonable degree of 
security, is always faced with a dilemma. If 
he prefers as much yield as possible, he may 
have to forego security to some extent. If he 
emphasizes security, he may not be able to 
obtain as much yield as he would like. This 
dilemma, with which all investors are familiar, 
normally becomes accentuated as prices ad- 
vance in a sustained strong stock market. 


As the better grade stocks are driven up 
under the pressure of heavy buying, yields 
become progressively smaller. At the same 
time, stocks which still continue to yield compara- 
tively large returns percentagewise are likely to 
suffer in a comparison of values; and the mere fact 
that they continue to offer large yields at a time 
when the good-grade issues offer smaller and smaller 
yields is in itself a sign of a measure of inferiority 
in value. It is for this reason that in a market, such 
as the present, in which yields on the sounder issues 
range from as low as 2% to not much over 4%, 
stocks which yield much in excess of this level, or 
from 6% and up, are generally considered specula- 
tive. Therefore, investors who have a partiality 
toward high-yielding stocks should bear in mind that 
issues in this category lack the unique element of 
security which distinguishes the best grade stocks. 
This does not mean, of course, that all high-yielding 
stocks are in a doubtful position. It may mean, for 
example, that the element of growth is lacking to a 
certain degree. In such a case, the stock would lack 
the dynamism necessary for a sustained, upward 
move and this, in turn, would hold the price of the 
stock down, automatically maintaining the yield at 
a high level. 


Other stocks which chronically yield above-average 
may have a fair but not consistent record in earn- 
ings. Hence, their dividends are valued considerably 
lower than would be the case with more consistent 
earners. In other words, there are many different 
reasons for stocks yielding amounts far in excess 
of the average for the best grade stocks. Each stock 
must, therefore, be appraised on the basis of its own 
merits, or lack of them. 


In the accompanying table, we list in order of 
yield, 50 stocks returning 6% and over. These stocks 
represent only a portion of those available on the 
New York Stock Exchange to yield from 6% to 
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15%. There are approximately 130 such issues but 
we have excluded all the more highly speculative 
stocks and those which have extremely limite 
markets. Stocks marked (*) in the table are co- 
sidered to be in the best relative position of the 
50 listed from the standpoint of dividend maip- 
tenance and market position. It should be understood, 
of course, as is natural with high-yielding stock 
that each stock listed contains an element of speculs 
tion and that none can be considered high-grade 
investments. Nevertheless, for investors who wish 
to add moderate portions of such issues to their 
portfolios, we believe the stocks specially selected 
would make suitable holdings. 


In the following, we comment briefly on a number 
of the stocks listed in the table, and which are con- 
sidered to be in a more favored position than the rest. 


CURTISS-WRIGHT “A” — This issue should be th 
considered purely from the income standpoint. At 
current price of: about 33, it yields 6%. It also 


possesses certain other features more directly related yg 


to market appreciation potentials but these are of af 
rather long-distance nature. For example, the stock 
is callable at $40 a share which, in the event of such 
action would provide an increase of $7 a share it 
market value over the present price but it seems; 
doubtful that the company would care to call in this 
stock for a considerable period. Also, the stock is 


convertible on an equal basis with the common but Ig 


as the latter is now selling some $10 a share below 
the “A” this feature is not now attractive. Dividends 
on the “A” stock were earned over ten times last 
year, giving an idea as to the dependability of the 
dividend. 
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gLECTRIC STORAGE BATTERY — 
jis is an example of a rather highly 
culative situation which derives from 
2 company’s heavy dependency on a 
ngle product — storage batteries. The 
sady downtrend in earnings in the past 
sw years has reduced the standing of the 
tock considerably. However, owing to the 
pstantial improvement in the automotive 
dustry there is little doubt but that the 
mpany will make a good comeback in 
ings this year. Furthermore, since sale 
British assets for an equivalent of 
).46 a share, finances are in good shape 
ithe funded debt has been retired. Sale 
the British properties undoubtedly was 
line with a recasting of the previous 
kward operational methods and it may 
expected that considerable benefits are 
entially possible with further progress 
the reorganization. While the stock is 
in a rather speculative position, the 
vidend should be maintained in view of 
s better prospects for earnings and the 
proved financial position. While better 
portunities for appreciation may be 
ynd elsewhere, present position should 
maintained in view of the possibility 
improvement in the company’s affairs 
hich in turn will strengthen the dividend 
wsition. 


CHESAPEAKE & OHIO RR — This 
wmpany was covered at length in our 
sues butfipril 16 issue. For those who may not 
culativehave seen this analysis, we call attention 
limited) the strong outlook that the $3 dividend 
are COl-Myill be covered this year by a margin of 
1 Of theliose to 100%. With the coal traffic situa- 
mail-@tion definitely improving, and the develop- 
erstoo,—inent of electric power and _ industrial 
y stock fants in the region traversed by the road, 
speculBnditions are unusually favorable. While 
h-gradell higher dividend could be paid, the man- 
no wWishBagement may decide to maintain the 
to theitfresent rate for some time longer. In any 
selectelifuse, the good yield of 6.1% is available 
» that this issue remains among the most 
numberg“tractive for investors seeking an above- 
re congverage return. 


he res: | AMERICAN TOBACCO — Most in- 
vestors by now are familiar with the prob- 

lems posed to the cigarette manufacturing 

ld be industry by the “cancer scare” of last year. 
tt At Undoubtedly, sales in 1954 generally were 
It a ifected and for the nation, as a whole, 
lated teclined some 414% from the previous 
rela f year. Despite this unfavorable background, 
re : ae American Tobacco actually turned in a 
Fe , larger profit in 1954 than in 1953, with 
>t such §%6.12 a share earnings compared with 
‘are 19%.90 a share in 1953 and $4.97 a share 
ens 1952. From the action of the cigarette- 
oe is ftanufacturing stocks last year and prac- 
OC bat tically to-date, they have apparently lost 
hela “mething of their former investment 
de on standing. However, this may turn out to 
| Tast something of a temporary factor. In 
xf the iy case, since the basic earning power 
0 of these companies has not been affected 
othe degree (Please turn to page 196) 
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Curtiss-Wright “A’ 








50 Stocks Yielding 6% and Over 





1954 
Net Earned 


———Per Share 


Div. Paid Price Range 


1954 — 1955 


Recent 
Price 


Div. 
Yield(f) 





Electric Storage Battery 


IIE II icaninenasstesacciccsscesccs 


SE IIE ac icasccsnansonnsctsenes 


Chesapeake & Ohio 
HII fevscscsaconesstsea science : 
PID IID ascinnsescessssaseosens ‘ 
EE i ciiitsicivenssmssccesvevs : 
a Linieksscatkvossneescesece 
McKesson & Robbins 

Bulova Watch ................. : 
Reed Roller Bit ............0......... : 
PIII cisscccccsessscessessscess ; 
I A IND cen castncaniirccncansese ‘ 
General Refractories 

Bower Roller Bearing 
Delaware & Hudson 

U. S. Tobacco 


Lees (James) & Sons 
American Tobacco 
Norfolk & Western 
Greenfield Tap & Die 
King-Seeley 

Best Foods 


Hod 
r 





IIR cc csedscinsncovaseonncenceite 1.61 
City Stores 2.001 
Campbell-Wyant & Cannon .... 2.38 
Quaker State Oil 

National Acme 

Parker Rust Proof 

BN Ie Is cas nsniseasnncecnsocesaee 

Helme (Geo. W.) Co. .............. 

White Motor 

Green, H. L. 

Monarch Machine 
Se ee ee 
Wesson Oil & Snowdrift 

Stone & Webster 

Greyhound Corp. .........0:cs00 
SII, saxscssessksoneinesekinzsska 

Phillip Morris 

Stewart-Warner 

Howard Stores 


Liggett & Myers 
ACF Industries 


$2.00 35 
2.00 34 


1.50 25 
3.00 50 
1.85 32 
4.00 70 
3.00 
3.00 
.80 
1.002 
1.00 
2.50 
3.50 
1.25 
2.00 
1.25 
2.00 
2.00 
4.00 


2.00 
2.00 


3.50 
2.00 
2.00 
3.00 
4.00 


25 
23 
15 
35 
26 
37 


33* 
33* 
25 
49 
30 
65 
49* 
47 
13 
16 
16 
40* 
56 
20 
32 
20 
32* 
32 
64 
19 
31 
31 
68* 
54* 
31 
31 
46* 
61 


* 


18 
21 
30 
30 
60 
45 
30 


24 
37 
33 
22 
22 
34 
28 
14 
22 
40 
25 
19 
19 
64* 


6.0% 
6.0 
6.0 
6.1 
6.1 
6.1 
6.1 
6.1 
6.1 
6.2 
6.2 
6.2 
6.2 
6.2 
6.2 
6.2 
6.2 
6.2 
6.2 
6.3 
6.4 
6.4 
6.4 
6.4 
6.4 
6.4 
6.5 
6.5 
6.6 
6.6 
6.6 
6.6 
6.6 
6.6 
6.6 
6.6 
6.7 
6.8 
6.9 
6.9 
7.0 
7.1 
7.1 
7.2 
7.5 
7.8 
7.8 
7.8 
7.8 
8.4 





d—Deficit. 
7—Based on 1954 dividends. 


1—Estimated. 


2—Plus stock. 


3—Plus liquidating dividend of $32.26 per share. 
Note: Stocks marked (*) in most attractive position. 
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Strong 

Stoeks in strong demand at this 
writing include many types and 
qualities. “You pay your money 
and take your choice’. After 
slowing for a time, buying of 
favored growth stocks, probably 
largely by institutional funds, is 
again notably active. A few ex- 
amples, all currently at new highs, 
are Scott Paper, Owens-Corning 
Fiberglas, Outboard Marine, Na- 
tional Lead, Eastman Kodak, 
Columbia Broadcasting, Florida 
Power, Goodrich, International 
Business Machines, Pfizer, Mon- 
santo Chemical and Union Car- 
bide. Yields in all cases are low, 
price-earning ratios high. The 
individual investor should con- 
sider buying stocks of this type 
only if he is willing to take a very 
long view. Earnings and divi- 
dends high enough to make pres- 
ent prices look reasonable may in 
many cases be several years 
ahead. 


Conservative 

A greater number of conserva- 
tive income stocks are in strong 
demand at present than in some 
time. A few instances are National 
Dairy Products, Melville Shoe, 
American Gas & Electric, Ameri- 
can Home Products, Idaho Power, 
Life Savers, Sterling Drug, J. C. 
Penney. 


Others 

Other stocks currently perform- 
ing well include Chrysler, U. S. 
Steel, American Sugar, American 













Viscose, LOF Glass, Industrial 
Rayon, National Steel, Pure Oil, 
Sheller Mfg., Texas Company, 
Union Pacific, Southern Railway, 
U. S. Pipe & Fdry., American 
Brake Shoe, Canada Dry, Square 
D, Atchison, Caterpillar Tractor, 
Magnavox, McGraw Electric, and 
St. Regis Paper. 


Groups 

Stock-groups currently making 
a good showing include aluminum, 
auto parts, chemicals, drugs, soft 
drinks, food brands, meat packers, 
dairy products, department stores, 
office equipment, oil, paper, rayon, 
steel, tires and tobaccos. 


Air Conditioning 

Over-all sales of air-condition- 
ing equipment reached an esti- 
mated $2 billion last year, double 
those as late as 1952, and no doubt 
will set a new record again this 


it as 
oba 
avor: 
ide. | 
an 1 
tance 
year. The low-profit market folif fir: 
window-type room units has beemins 
glutted by over-production, but itfhate 
accounts for less than a fifth offBohn 
total sales. The largest and momteel 
profitable market is for the bigiferr 
engineered industrial and com™2% 
mercial installations. Its growth 
potentials in both new and ol 
buildings remain impressive. 
Moderate-rate growth, and fairly 
good profitability, are indicately 
for packaged units used in smaller 
stores, restaurants, etc. There is 
promise of broad _ long-rang 
growth in central-system yeari} 
around air conditioning of nev 
homes, with these installation 
estimated at 75,000 last vear, wih 
50% over 1953. Companies con- 
peting in this business, in packs 
aged units and in engineered in. 
stallations are far fewer thanfficar 
those competing in room units 1% 
For such giants as General Mec © 
wi 
































Ferro Corp. 

Allegheny Ludium Steel 
Industrial Rayon Corp. 
Woodward Iron Co. 
Chesapeake & Ohio Rwy. 
Kelsey-Hayes Wheel 

Union Pacific R. R. 

Murray Corp. of Amer. 
Eagle-Picher Co. 

Southern Pacific Transp. Sys. 





Increases Shown In Recent Earnings Reports 


1955 
Quar. Mar. 31 S 77 
Quar. Mar. 31 1.37 
Quar. Mar. 31 1.48 
Quar. Mar. 31 2.56 
Quar. Mar. 31 1.45 
Quar. Feb. 28 1.28 
2 mos. Feb. 28 2.11 
6 mos. Feb. 28 1.99 
Quar. Feb. 28 J 1 
2 mos. Feb. 28 -93 
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; General Electric and Chrys- 
. air conditioning provides a 
nor part of total sales and 
fits. Making all types of equip- 
nt, plus warm air heating fur- 
es, Carrier is the outstanding 
onditioning specialist. Earn- 
93 should reach a new peak of 
+a share or more for the fiscal 
ar ending October 31, against 
408 (adjusted to present out- 
sanding shares) in the prior year. 
be $2 regular dividend probably 
ill be supplemented with a year- 
extra. Around 64, the stock 
the most suitable speculation in 
e air-conditioning field. 






















prise 

In the first-quarter earnings 
ports, just beginning to come 
tas this is written, there will 
‘#Brobably be more surprises on the 
Byorable than the unfavorable 
ide. Even moderately higher sales 
un work wonders in some in- 
ances. Here are a few examples 
{first-quarter year-to-year profit 
jins, some actual, some esti- 
vated: Monsanto Chemical 50%, 
bhn Aluminum 64%, Republic 
teel 33% , Chrysler around 300%, 
ero Corp. 55%, Filtrol Corp. 
2%, and Diamond Alkali 22%. 
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garettes 


With the worst impact of the 
ing-cancer scare apparently ab- 
wrbed, cigarette sales are holding 
» fairly well. Recent sizable 
wosts in selling prices of king- 
i brands promise to aid 1955 
rofits. First-quarter sales and 
profits of Reynolds Tobacco were 
higher than a year ago. At 42, 
ilding over 5.7% on a secure 
82.40 dividend rate, the class B 
stock should be subject to at least 
moderate further recovery. Amer- 
tan Tobacco has reached a new 
155 high of 693% as this is writ- 
tn, Earnings this year probably 






























$6.12 a share. Dividends are ex- 
pected to equal last year’s $4.40 
total, which included a $1 extra. 
On that basis, the yield is about 
6.3% currently. These are two 
sound cigarette stocks, both well 
under earlier highs. 


Coppers 

The over-done rise in the world 
price of copper has been busted 
by action of the British Govern- 
ment in releasing a sizable ton- 
nage of its holdings of the metal 
for sale. The U. S. price, recently 
raised from 33 cents a pound to 
36 cents, certainly cannot now be 
expected to move higher; and it 
might revert to 33 cents, given 
expected easing in second half 
industrial and building activity 
from the high spring rate. It will 
nevertheless be a good year for 
the copper companies, with earn- 
ings substantially above last 
year’s. However, the “bloom” has 
now been taken off these stocks; 
and the long-run competitive posi- 
tion of aluminum is more promis- 
ing than that of copper. There is 
probably more to be said for 
taking some profits in copper 
shares than for buying or holding 
them. 


Low-Priced 


Low-priced stocks appeal to 
many people because more shares 
can be bought with any given 
amount of money than in the case 
of higher-priced issues; and be- 
cause low-priced industrials and 
rails generally move faster than 
the market. That is less so of 
low-priced utilities. But ability to 
move fast can work both ways. 
Certainly the “cats and dogs” 
should be avoided. At the present 
stage of the long bull market, with 
the list thoroughly combed over 
by buyers, not a great many 
stocks selling around or under 25 
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wil moderately exceed 1954’s have above-average speculative 
Decreases Shown In Recent Earnings Reports 

1955 1954 
| Container Corp. of Amer. Quar. Mar. 31 $1.38 $1.68 
Monarch Machine Tool ........................ . Quar. Mar. 31 -25 1.29 
National Biscuit Quar. Mar. 31 -56 -66 
Ward Baking Co. 13 weeks Mar. 26 .03 -29 
Kroger Co. .. 12 weeks Mar. 26 .75 1.04 
Bangor & Arcostock R. R. 2 mos. Feb. 28 18 1.76 
Avco Mfg. Corp. ..... we Quar. Feb. 28 .06 -18 
Wesson Oil & Snowdrift 20000000000... 6 mos. Feb. 26 1.09 1.64 
Consolidated Foods Corp. 36 weeks Mar. 5 1.17 1.96 
Continental Motors Corp. Quar. Jan. 31 -24 40 




















merit. A few in which there might 
be some worthwhile further rise 
are American Broadcasting-Para- 
mount, now at 26; Pepsi-Cola, at 
23; Celanese, at 23; American 
Airlines, at 2614; Canada Dry, at 
17; Gimbel, at 2414; Erie Rail- 
road, at 23; and Chicago, Mil- 
waukee, St. Paul & Pacific, at 24. 


Natural Gas 


The chances now appear to be 
considerably better than even that 
Congress will enact a bill freeing 
independent gas producers (as 
distinct from pipe line companies, 
many of which have some produc- 
tion) from price control by 
the Federal Power Commission, 
which had the control put into 
its hands by a Supreme Court 
decision. The Commission itself 
favors ending the control on 
grounds of equity (no other com- 
modity is under similar Federal 
regulation) and of long-run 
national interest. With consump- 
tion of gas growing strongly, 
the pressure on well-head prices 
is moderately upward. Most of 
the producers standing to benefit 
from termination of PFC control 
are large oil companies. There will 
be no bonanza because sharp price 
boosts are out of the picture, and 
because oil company profits de- 
rive far more from oil than from 
gas sales. On the combined basis 
of relatively high indicated per- 
share value of gas reserves and 
the importance of revenue from 
gas sales, the companies figuring 
to gain most from the end of FPC 
price control include Chicago 
Corp., Kerr-McGee Oil, Phillips 
Petroleum, Plymouth Oil, Pure 
Oil, Republic Natural Gas and 
Shamrock Oil & Gas. 


Pipe Lines 
Legislation aiding gas produc- 
ers by de-control of prices must 
be disadvantageous for pipe line 
companies and other distributing 
gas utilities, since they would buy 
gas in a free market and sell it at 
regulated rates. There have been 
profit squeezes before, centering 
mostly in costs of purchased gas, 
involving applications for higher 
rates, extended waiting periods, 
the granting of partial relief, 
another round of rate applica- 
tions, etc. In some present pipe 
line situations earnings for 1955 
hinge to a material degree on the 
outcome of unsettled rate cases. 
Probably no great lasting harm 
will be done these companies by 
de-control of producers’ prices, 
(Please turn to page 196) 
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WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


The outstanding success of the automobile industry with 
its 1955 model cars, which show radical departures from pre- 
vious postwar models, has served to emphasize the growing 
importance of industrial research. To no inconsiderable ex- 
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PER CAPITA BASIS 





























tent, the current business 
boom and the rise of about 
10 per cent in industrial ac- 
tivity from last Summer's 
low can be traced to the 
influence of the automobile 
industry's program. 

Numerous other indus- 
tries, both related and un- 
related, have benefitted 
from the impact of the un- 
expectedly good consumer 
response to the 1955 model 
cars. The automobile indus- 
try is not alone in research 
on new products and con- 
stant improvement of old 
products, but its success is 
so dramatic that the re- 
sults on the entire economy 
are apparent to all. 

The benefits of mass 
production cannot be real- 
ized without a mass market, 
ready and willing to absorb 
full or nearly full manufac- 
turing capacity. But this 
market cannot be main- 
tained through the mere 
satisfaction of consumers’ 
wants. Demand must be 
stimulated through constant 
emphasis on products de- 
signed to improve the con- 
sumer's standard of living, 
offer greater safeguards to 
his health, give greater en- 
joyment to his increased 
leisure, and so on. Left to 
themselves, the majority of 
consumers would not pro- 
vide the stimulus necessary 
for the maintenance of very 
high level business activity. 

Data is not available on 
what American industry is 
spending annually for re- 
search. However, the major 
producers of consumers’ 
durable goods are reported 
to be allocating approxi- 


pphistic 
s are 
mately two per- os ~ a 
cent of their total < Fed! 
sales. For chemical gg vr 
manufacturers, the Ag a. 
ercentage is " th 
Liatier. around : 
three percent. The 
average for all in- 
dustry probably is 
around two per- 
cent, which sounds 
small but repre- 
sents a tremendous 
sum in the aggre- 
gate. There is a 
tendency, among 
industries at least, 
to charge off to re- 
search the cost of 
retooling for new 
or improved prod- 
ucts, which compli- 
cates the difficulty 
of ascertaining total expenditures. 

While such major items as color television and 1955 model Sec 
automobiles are in the limelight, sight must not be lost offfnot r 
what is going on elsewhere. As a matter of fact, the price offighte 
color television still is too high for a truly mass eh but ll unche 
costs of production are being reduced constantly and thelihe p 
goal is in sight. future 

The food industry, regarded by so many business men andi were 
investors as a rather prosaic affair, has been eminently suchas tv 
cessful in stepping up its percentage of total consumer erffamot 
penditures through the application of continuing research were 
Consumer packaging is only one aspect of this. The modem omo: 
housewife is spending increasingly less time in the prepare nilli 
tion of meals as the result of an ever-widening variety oft m 
frozen foods, prepared "mixes" of all kinds, and semi-cookedff the 1 
foods. volu 

No industry today can keep up with the race without deal 
spending a small but important part of its gross income for seve 
research. With the cost of laboratories, equipment, and ref issu 
search workers what they are, smaller manufacturers in an§j Bett 
industry dominated to any considerable extent by a few§ loye 
large producers are definitely handicapped, from a com 
petitive standpoint, in obtaining what they need from whal 
they can afford to spend on research. This has been an im 
portant factor in the numerous mergers of smaller companies§ IRA 
during the past few years. Ma 

In some industries where small or comparatively smal ff aft 
amaagees are the general rule, research is centered to afi fet 
arge extent in the trade "institute" and financed by asses+§ in 
ments. This is not altogether so satisfactory as individual am 
company research but nevertheless has yielded results that be 
have enabled the industry as a whole to expand markets§, , 
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Nee 
\ ONEY & CREDIT — Investors in high grade bonds are a 
phisticated lot these days and the monetary authori- 
are rather outspoken in their views. As a result, sur- 

R ises in the bond market are few and far between and 

Federal Reserve banks’ action in raising the redis- 

fawnt rate was certainly not one of them. In fact, when 

=e Treasury, early this month, had to pay 1.652% interest 
91-day bills, it was virtually a foregone conclusion 

at the cost of borrowing from the Federal Reserve 

Zioyld not long remain below this level. The central banks 

pved promptly to correct the disparity, raising their 
ding rate to 1%%, from the 1%% level which had 
led since early 1954. Spokesmen for the Federal Re- 
eve blamed the increase in the rediscount rate on the 
in the cost of short-term money, which is technically 
erect but it leaves unanswered the question as to why 
ort-term rates were allowed to rise in the first place. 
ough the credit authorities may proclaim that their 
urrent policy is one of keeping hands off the money 
arket, it is also obvious that they are firmly convinced 
the prime importance of monetary developments to 
gne economy. In these circumstances, clearly the upward 
are d of interest rates in recent months, reflects consid- 
| laa policy. With the advance in business continuing at 
") rapid pace and demand for funds getting more in- 
mmistent, the authorities are wisely using the regulatory 
powers of higher rates to prevent the development of 
disorderly boom conditions. 

Seasoned bonds in the two weeks ending April 18 did 
nt reflect much anxiety concerning the possibility of 
lighter money conditions. Long-term Treasury issues were 
unchanged to slightly higher during the period, despite 
he probability of another long-term offering in the near 
future. The 40 year 3s gained 3/16, the 3%s of 1983-1978 
were up % and the victory 2's closed at the same level 
0s two weeks earlier. Dullness was the order of the day 
among corporate obligations although some minus signs 
were discernible. There were few variations of note 
omong tax exempts and the realistic pricing of $112 
nillion of Public Housing Authority bonds which came 
fo market at mid-month, assured a good reception for 
he new offering. In any case, the smaller than expected 
volume of new issues in recent weeks has had a good 
deal to do with the general steadiness of prices. A more 
severe test, however, may be in the offing, if such large 
issues as the American Telegraph & Telephone loan, the 
bethlehem Steel debentures and some of the long de- 
hyed turnpike obligations finally come to market. 
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TRADE — The Commerce Department's advance report on 
March retail trade indicates that total sales for the month, 
tfter seasonal adjustment, were about 1% ahead of 
february, but still a bit under the all-time peak reached 
issess fn December. The gain in March sales over a year ago 
vidualf amounted to 8%, with the automotive group making the 
; that best showing. Food stores and gasoline service stations 
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MONEY AND BANK CREDIT . 
[WEEKLY REPORTING MEMBER BANKS] 
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also experienced heavier demand while year-to-year 
gains for most other types of merchants were moderate. 
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INDUSTRY — Industrial production rose further in March, 
according to the Federal Reserve Board’s index of output 
which reached 135% of the 1947-1949 average, on a 
seasonably adjusted basis. This compares with 133 the 
previous month and is not far from the 1953 peak of 
137. Durable goods output scored the best gain in March 
with auto production at a record rate during the month 
and continuing at advanced levels in the first half of 
April. Steel output reached 93% of capacity in March 
and was up to 95% in the first two weeks of this month. 
Production of nondurables also improved somewhat in 
March, mainly reflecting gains in output of chemical, 
paper and leather products. Petroleum refining declined 
a bit in March and early April from the peak levels 
reached at the end of February. 
(Please turn to following page) 
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Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOO; 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES-$b (e) | Feb. 3.0 3.1 3.5 1.6 (Continued from page 185) ml 
NDUSTRI 
Cumulative from mid-1940 Feb. 580.0 577.0 537.0 13.8 | COMMODITIES — The general run g a | 
mene Quues Guan ange commodities firmed a bit in the foy Sache 
—$b pr. 11 277.1 277.1 += 269.9 55.2 weeks ending April 12 and the Bureg rten-Dur 
MONEY SUPPLY-$b of Labor Statistics’ comprehensive com —@—_ 
Demand Deposits—94 Centers_____| Apr. 6 55.1 55.6 52.4 26.1 modity index rose 0.5% during the pe cAaRLOAD 
Currency in Circulation ___| Apr. 13 29.8 29.9 29.8 10.7 | riod to 110.5% of the 1947-1949 aver. misc. F 
aa ann hes - | age. The meat component of the inde mdse. | 
— + gone nd ii, had the biggest gain, one of 4.2%) Groin— 
<o - ‘ ity— be eee . 63.4 60.8 62.4 16.1 Farm products gained 2.0%, processed asc. PO' 
ther Centers— —— + 102.4 97.8 94.8 29.0 foods advanced 0.8% while all com. Z 4 
PERSONAL INCOME-$b (cd2) Feb. 292.4 291.4 285.0 102 modities, other than farm products andjsort CO 
Salaries and Wages. | Feb. 200 199 195 99 foods, were 0.2% higher. In the latteff Ccumula 
Proprietors’ Incomes Feb. 50 50 50 23 category, metals were strong, with Stocks, 
Interest and Dividends ___| Feb. 25 25 25 10 gains recorded for scrap iron, tin, zin,# poue 
Transfer Payments Feb. 16 17 15 10 copper and brass products. faite 
(INCOME FROM AGRICULTURE) Feb. 16 16 17 3 Gasolir 
POPULATION—m (e) (cb) Mar 164.4 1642 161.5 133.8 - Fuel © 
Non-Institutional, Age 14 & Over__| M 117.1 116.9 een 
sara tar Me Ov —|ter twa tas 189 1018 | the nation’s OUTPUT OF Goon 
. ‘© | AND SERVICES climbed at a $7 billion fy WMBER. 
Armed Forces. Mar. 32 3.2 3.8 1.6 : Stocks 
a year rate in the first quarter of 1955, = 
unemployed Mar 3.2 3.4 37 3.8 TT . —_——. 
to reach $369 billion, according to esti- MM sree, in 
Employed. Mar 60.5 59.9 60.1 51.8 . 0 . 
: mates by the President’s Council of Eco cymul 
In Agriculture —_| Mar 5.7 5.1 59 8.0 ° . . . 
nomic Advisers. This was not far from{j/— 
Non-Farm Mar 54.8 54.9 54.2 43.2 * . al ENGINE! 
Weekly Hours ‘ie pone po pry ~~ the all-time high of $371.4 billion 
‘ : _“*" _ | reached in the second quarter of 1953, AWA 
EMPLOYEES, Non-Farm—m (1b) Mar 48.2 47.8 47.8 37.5 | Biggest gain in the latest quarter was Sv’ 
Government _—| Mar 69 69 67 48 in consumer spending which was $4.3 Bi wsceu 
Trade Mar 10.4 10.3 10.3 7.9 billion above the previous three months, paper 
Factory Mar 12.8 12.7 12.8 11.7 at annual rates. In this category, it was cigar 
Weekly Hours Mar 40.7 40.4 39.5 40.4 increased buying of durables that had} Do. 
Hourly Wage (cents) |:s Mar 1.85 1.84 1.79 77.3 the biggest advance. New construction] Do 
Weekly Wage ($)__________| Mar 75.30 74.34 70.71 21.33 | outlays were $1.7 billion higher in the 
a : : ae — | latest period while inventory invest a 
PRICES—Whol I Ib2 . dlb—C 
navies ey om ed her. 12 wes Nee WO 66.9 | ment was unchanged, versus a $1.3 bil: 1935.9 
fon 207.30 207.6 = 209.5 116.2 | Jion decline in the fourth quarter of last | ions. m 
COST OF LIVING (Ib2) Feb. 1142 1143 115.0 65.9 year. Spending for producers’ durable | tion fo 
Food —r* 4 1108 1106 1126 649 | equipment continued to decline, falling | *—"° 
Clothing Feb. 103.4 103.3 104.7 59.5 $600 million. Federal purchases were 
Rent ee fy 129.7 129.5 127.9 89.7 $400 million lower but this was more|fi— 
- + ec ns 
RETAIL TRADE-$b** than offset by a $600 million increase lf... 
: in spending by state and local govern-|f},..... 
Retail Store Sales (cd) ——s. 14.8 14.9 14.0 47 
. . . . ments. 300 Ce 
Durable Goods Feb. 5.2 5.1 47 1.1 * * & — 
Non-Durable Goods_________| Fep. 96 9.7 9.2 3.6 4 Ag 
Dep't Store: Sates (awh)____| pan, nae née pon ane CONSTRUCTION CONTRACT AWARDS - 
Consumer Credit, End Mo. (rb)____| Feb, 295 298 ons 99 | are still showing no signs of a let-down - 
——_——-—— “| with the 37 states East of the Rockies Aye 
MANUFACTURERS’ reporting awards of $2,135 million for|ff) 7 4, 
New Orders—$b (cd) Total**___—| Fe, 25.7 24.8 22.0 14.6 | March, a 35% gain over February and|fl 9 a 
Durable Goods Feb. 12.8 12.1 9.6 i 40% ahead of March, 1954, according |) 6 A 
Reet Goats Feb. 12.9 12.7 12.4 7.5 | to the report of the F. W. Dodge Corpo- |i n 
Shipments—$b (ed)—Totals**_____| Feb, 25.2 24.9 23.6 8.3 | ration. These figures have been ex-|f| .- 
Durable Goods Feb, 12.4 12.3 11.3 4.1 ceeded only once before, in May, 1951, |B) 3c 
Non-Durable Goods________ | Feb, 12.8 12.6 12.3 4.2 | when the total was swollen by huge = 
BUSINESS INVENTORIES, End Mo.** pieces oo for — a eo : 1¢ 
i i ntrac 
Total—$b (ed) Feb. ms me Olle PO ee. ee, eee 
i awards came to $990 million, 48%|f) 2p 
Manufacturers’_____________| ep, 436 436 46.1 16.4 ee 
h ' : ahead of a year ago. Nonresidential |) 6 0 
Wholesalers -| Feb. N77 Us 19 4.1 oie ata OE 
Retailers’ awards at $759 million had a 43% gain 
— = = eA vale and heavy engineering contracts at + 
Dept. Store Stock b —-—t_ \ 4 : , wre 2 2F 
: sa ~~ : 24 24 11 _| $386 million, were 18% higher. The|fl 6 
BUSINESS ACTIVITY—1—pc Apr. 9 206.4 207.2 185.2 141.8 | high total of March awards, coupled |i) 3' 
(M. W. S.)—1—np Apr. 9 260.9 262.1 229.1 146.5 with the records of recent months, 4 
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TL Latest Previous Pre- 
004 Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
— Date Month Month Ago Harbor* 
) a. aa ' "enero _— 
NDUSTRIAL PROD.—la np (rb) Mar. 135 133 123 93 seems to assure a high rate of actual 
» as 123 123 112 87 construction activity at least well into 
ms UE chlo Goods ie___| Mer. 150 147 135 88 the Summer. 
Ureque Non-Durable Goods Mfr.______| Mar. 122 121 114 89 SF) ie 
——— mamma! | Stes as a % from the United States were 
the naff aRLOADINGS—t—Total Age. 9 663 659 607 933 _ EXPORTS from the Unite 
Pe . higher in February, rising to $1,231 
? aver Misc. Freight = eee Apr. 9 369 374 337 379 i alee : 
: million from $1,163 million the previ- 
> index Mdse. L. C. 1.______ a Se 62 62 64 66 aii 
49 , mange “ pe 39 a ous month and $1,183 million a year 
— — 7 —— - wf. . 
a . th a ___ | ago. Shipments under the Mutual Se- 
rye EC. POWER Output (Kw.H.) m | Apr. 9 9,633 9,804 8,396 3,266 curity Program were valued at $95 mil- 
Gn; eee 7 ae ~~. | lion in February, up from $85 million a 
ts andifsOFT COAL, Prod. (st) m Apr. 9 8.2 7.4 ee wm i= a $ 
: month earlier but sharply below the 
- latte Cumulative from Jan. 1 ____. | Ape. 9 117.9 109.7 104.4 44.6 ¢ ane 
; wy Sete 428 a9 733 618 $184 million of February, 1954. The 
— - = —_— eb. ° e ° . e 
with a 3 preegets oe = ____"_ | latest month saw increased exports of 
'y ZIM, B etROLEUM—(bbls.) m automobiles and parts, railway trans- 
p y 
Crude Output, Daily eens 6.8 6.8 6.6 4.1 portation equipment, grains, cottonseed 
Gasoline Stocks______________| Apr. 8 183 185 180 86 oil and coal. IMPORTS into this country 
Fuel Oil Stocks Apr. 8 45 45 44 94 in February dipped to $850 million, 
Heating Oil Stocks_____________| Apr. 8 62 62 58 55 from $870 million the previous month 
OOD5 " oe ; ; ~~~ | but were 5% above the February, 1954 
billion WMBER, Prod.—(bd. ft.) m Apr. 9 254 256 248 632 pal 
1955 [m Stocks, End Mo. (bd. ft.) b __| Mar. 9.1 9.1 9.2 7.9 : ‘ * * 
O esti- Il sree INGOT PROD. (st) m Feb. 8.5 8.8 7.1 7.0 Manufacturers delivered 2,833 NEW 
f Eco. cumulative from Jan. 1 Feb. 17.3 8.8 15.1 74.7 FREIGHT CARS in March, up from 2,422 
from a enmemenen | ~—— | cars the previous month, reflecting the 
illion cane —_ oe wae -~ ae increase in new orders that took place 
1953, ——— “i — ‘ pity ie am «ee tae sm at the beginning of the year. March 
r Was ae oS a = : : mes eee w”* __ | new. orders were lower, however, 
$43 MISCELLANEOUS amounting to 2,156 cars, versus 2,690 
onths, Paperboard, New Orders (st)t_____ | Apr. 9 289 337 230 165 cars ordered in February. With new or- 
t wos Cigarettes, Domestic Sales—b___| Jan. 32 26 30 17 ders under deliveries, order backlogs 
t had | Do., Cigars—m eae 446 409 441 543 declined to 17,974 cars on April 1, from 
a Do., Manufactured Tobacco (Ibs.)m. | Jan. 16 14 16 28 18,663 at the beginning of March. 
n the = - —————— —- — — 
vest: b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 


3 bil cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 

"I (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. |b2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
F last |I§ tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
rable |i tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 















































illing pe-shert tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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more jij] —————_—— —$$_____ — —____— _—_— 
ease 1955 1955 
pene lo. of 1955 Range 1955 1955 (Nov. 14, 1936 Cl.—100) High Low Apr. 8 Apr. 15 
Issues (1925 Cl.—100) High Low Apr. 8 Apr.15 | 100 HIGH PRICED STOCKS ...... 198.0 180.6 195.7 198.0H 
300 Combined Average ............ 309.3 282.0 306.8 309.3H | 100 LOW PRICED STOCKS ......... 383.1 343.5 379.5 383.1H 
4 Agricultural Implements ..... 313.5 264.9 300.0 308.1 | BT TD oaesivcnsissristernsisce 806.0 706.2 741.8 706.2 
RDS |B 3 Air Cond. ('53 Cl—100)...... 116.0 107.9 110.2 110.2 | 4 Investment Trusts occ. 157-1 1438 154.1 154.1 
own || 10 Aircraft (‘27 Cl.—100)........... 1084.9 899.5 1001.5 982.9 | 3 Liquor (’27 Cl.—100)............ 1036.9 961.3 982.9 982.9 
-kies | 7 Airlines (‘27 Cl.—100).......... 1180.0 971.2 1169.6 1169.6 | 9 Machinery ............. sensiens 395.8 317.7 382.6 376.1 
for |i 4 Aluminum (‘53 Cl.—100) 250.2 191.1 250.2 250.2 | 3 Mail Order .......... sscssen «6S 159.3 177.2 178.9H 
SOM RGNNGIIES: oon ccaccssscnscxcsnnsesss: 158.2 147.0 150.2 155.0 ers 132.0 112.8 122.4 132.0H 
and 9 Automobile Accessories ...... 346.4 308.3 336.9 346.4H | 5 Metal Fabr. (’53 Cl.—100).... 178.8 155.9 172.2 172.2 
ding 6 Automobiles  ............ cee A 48.9 44.3 46.2 48.9H 10 Metals, Miscellaneous ........ 401.6 358.2 401.6 390.7 
rpo- 4 Baking (‘26 Cl.—100).. 29.8 27.8 29.5 29.5 Re IE asad ncectenecencdceastaensvants 872.1 767.1 831.7 872.1H 
ex: 3 Business Machines ................ 857.5 657.4 837.5 850.8 TE PRIN, asencensiceccsiccinsn sees 632.1 590.0 620.1 620.1 
6 Chemicals . 491.2 466.6 486.3 491.2 es. ak” ener 249.1 234.8 244.3 246.7 
DSN) 3 Coal Mining. cscs 19.4 14.8 19.0 19.4H | 7 Railroad Equipment ............ 884 734 87.6 86.1 
uge 4 Communications 116.6 103.9 112.4 TUG | 2D CeORES 5.525022... ccoseiccss. onsi 74.6 64.7 72.6 74.6H 
. In 9 Construction _..... ; 119.6 106.4 114.1 TPG | 3 Saks Dries onccsiccsicsessoscssoseses 528.9 459.9 505.9 528.9H 
ract 7 Containers ........ 718.6 675.1 682.3 682.3 | BR SEU: TID saccccsincictsciasoss . 253.1 219.2 250.9 253.1H 
t IN| 7 Copper Mining .... 280.1 222.2. 275.5 270.9 | 4 Sugar cecccseecssessssenees a 56.1 68.2 65.9 
18% 2 Dairy Products 122.3 117.6 120.0 122.3H | 2 Sulphur 888.6 813.2 855.1 846.7 
tial $ Department Stores .............. 86.5 80.0 86.5 85.6 | 10 Television (‘27 Cl.—100)...... 54.6 40.7 44.0 45.6 
jain 5 Drugs-Eth. (‘53 Cl.—100).... 151.2 129.6 149.9 149.9 IE. canscaciienesouustianuetninnse 161.9 148.4 160.4 157.4 
at 6 Elec. Eqp. (‘53 Cl.—100)...... 174.7 156.0 168.5 173.2 | 3 Tires & Rubber ; 156.6 137.8 150.8 156.6H 
The 2 Finance Companies .............. 626.5 589.6 601.9 601.9 ee eee ine 87.1 81.9 84.5 85.3 
6 Food Brands 287.5 266.6 277.1 287.5H | 2 Variety Stores 315.0 299.4 302.5 299.4 
sled 3 Food Stores 149.2 137.7 139.1 142.0 | 15 Unclassif’d (‘49 Cl.—100).... 155.2 146.3 153.7 155.2 
S, = =e ee a : 7 mitt ‘ a 
ed H—New High for 1955 
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Trend of Commodities 








Most commodiy futures were somewhat higher in the 
two weeks ending April 18, although cotton and some 
of the grains lost further ground. The Dow-Jones Fu- 
tures Index rose 2.25 points during the period under 
review, helped by a very strong cocoa market. July wheat 
lost 1% cents in the two weeks ending April 18 to close 
at 194%. Selling was induced by official estimates that 
winter wheat production would amount to 662 million 
bushels, only 17 million bushels under last December's 
forecast, despite drought conditions that have prevailed 
in the Dust Bowl in intervening months. On the basis of 
latest figures, it is estimated that total wheat production 
this year will amount to 839 million bushels. Adding this 
to the indicated carryover on July 1 of 975 million bushels 
gives a total supply for next season of 1,814 million 
bushels, not much under this season’s 1,877 million bush- 
els. If consumption for the 1955-1956 season approxi- 


mates this year’s expected consumption of 900 milli 
bushels, the carryover on July 1, 1956 would amoun 
no less than 914 million bushels. Of course a large py 
of the wheat supply will be under Government con; 
and it remains to be seen whether this will be sufficie 
to counteract the effect of continued large supplies, jy 
corn was stronger in the fortnight under review, addi 
1% cents to close at 148%. Stocks on the farm on April 
amounted to 1,410 million bushels, indicating a foq 
disappearance in the January-March quarter of 660 nj 
lion bushels versus 671 million bushels in the correspon 
ing 1954 period. July cotton was down 38 points in} 
two weeks ending April 18. Foreign buyers expect | 
United States to pay a subsidy on next season's co 
exports and have taken to the sidelines until defini 
word on this possibility has been received. The co 
cloth market has been quiet with buyers inactive, 













































































































































































































































Date 2Wks. 3Mos. 1/Yr. Dec. 6 
Aprill18 Ago Ago Ago 1941 


22 Comedy: INGOK «0.2.2.0... -ccccsccrccsees 90.3 89.5 91.0 93.4 53.0 
i 87.0 860 906 1045 46.1 
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RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1954-55 1953 1952 1951 1945 1941 1938 1937 


RI ncdeuvesmansenbe 156.9 162.2 181.2 215.4 111.7 889 57.7 86.6 
SE ssaistassratees 147.8 147.9 160.0 1764 986 58.2 47.3 546 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 
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SS, eee 106.5 107.0 100.2 94.1 SM 

AER I 85.0 85.3 86.4 87.3 56! 

Pe a ae 67.1 65.4 68.9 77.6 556 =, 
ee ce ie ail » . 
COMMODITY FUTURES INDEX ornig 
FEB. MAR. APR. MAY JUNE JULY AUG. _ 

Cc 

I DOW - JONES | which 
| COMMODITIES INDEX | Thi 
—— - ——- br s 
comr 

temb 

2.66 

share 

Gr 

amou 

of $1 

Oper 

956, 

unde 

pens 

Average 1924-26 equals 100 Cast 
1954-55 1953 1952 1951 1945 1941 1938 1937p lerr’ 
aN 8 183.7 166.5 192.5 2145 958 743 65.8 988 Cali 

~ RS 153.6 153.8 168.3 1748 83.6 58.7 57.5 647 

THE MAGAZINE OF WALL STREETBAPR 











milli 


nNount 







rge WO 
cont 


Ufficie 










ies, 


160 


Espong 
Ss int 
ect | 
> COHo 


add 
April 
a fo 


Jy 


mij 








e Personal Service Department of THE MAGAZINE OF WALL STREET 
i] answer by mail or telegram, a reasonable number of inquiries on 


definguy listed securities in which you may be interested or on the standing 


> COttg 
ive, 





























intervals. 





addressed envelope. 


nd reliability of your broker. This service in conjunction with your 
wbscription should represent thousands of dollars in value to you. It 
subject only to the following conditions: 

.Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


| Special rates upon request for those requiring additional service. 





Southern California Edison Co. 

‘lam interested primarily in invest- 
mts in high-grade equities where divi- 
ds are stable and long-term growth 
a reasonable expectation. Please fur- 


ish recent pertinent data on Southern 
aif, Edison Ce.” 


S. E., Saint Petersburg, Florida 


Southern California Edison is 
n operating utility supplying 
lectricity to Central and South- 
em California; the territory 
erved is diversified as to indus- 
tty, agricultural, oil fields, etc. 
farnings have shown good stabil- 
iy and so have dividends, with 
ove payments made since 


Net income of Southern Cali- 
frnia Edison Co. for 1954 
amounted to $27,170,579 a good 
itrease over 1954 net earnings, 
hich were $22,377,844. 

This was equivalent to $3.05 
br share on 7,165,593 shares of 
tmmon stock outstanding on De- 
tmber 31, 1954, compared with 
2.66 per share on 6,285,303 
thares reported for the year 1953. 

Gross revenues for 1954 
amounted to $155,095,565, a gain 
of $13,585,810 or 10% over 1953. 
Operating expenses were $52,- 
%6,846, a small decline or 6% 





1937 
93.8 





inder like charges for 1953. Ex- 
Penses in 1953 were higher as a 
tesult of the strike in that year. 
Customer growth continues in the 
lerritories served by Southern 
California Edison as indicated by 
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the consistently rising trend of 
new meters added. A new record 
of 77,054 meters were connected 
in 1954, compared with the previ- 
ous record of 74,695 meters con- 
nected in 1953, and an annual 
average of 66,150 over the post- 
war period. To provide planned 
capacity to serve this post-war 
customer growth, $350 million of 
new money had been obtained 
from numerous security offerings 
since 1947 for plant expansion, 
and approximately $100 million of 
new money will be required for 
the company’s plant expansion 
program in the next few years. 

The 1955-56 construction pro- 
gram will include completion of 
the El Segundo Steam Station 
with 260,000 KW generating units 
expected to cost approximately 
$45 million and completion of the 
first 160,000 KW generating units 
of the new Alamitos Steam Sta- 
tion at approximate cost of $25 
million. 

Dividends in 1954 were $2.00 
per share and 60¢ is the current 
quarterly rate. 


Pittsburgh Coke & Chemical Co. 


“Please comment on the diversifica- 
tion of operations of Pittsburgh Coke 
& Chemical Co., also give recent earn- 
ings jand dividends and also sales vol- 
ume. 


E. N., Sacramento, Calif. 


The value of diversification of 
products was demonstrated in the 


operations of Pittsburgh Coke & 
Chemical Co. in 1954. There was 
lower industrial activity in two of 
the ten divisions of the company, 
capacity operations in two other 
divisions, with the remainder 
showing generally satisfactory re- 
sults during a year of adverse 
demand. 

Coke and pig iron experienced 
declines early in the year but the 
coke-producing facilities are now 
being operated at a near-capacity 
rate and a return of demand for 
pig iron has necessitated the use 
of both Nebille Island blast fur- 
naces. 

The Cement Division made a 
new sales record in 1954 and a 
number of the chemical plants op- 
erated at capacity. 

Business conditions have im- 
proved rapidly in the early part 
of 1955 and this has been re- 
flected in the operations of the 
company. 

In connection with coke and 
iron activities, the company be- 
lieved normal long-term demand 
will probably support both blast 
furnaces and the long-term out- 
look for foundry ‘coke appears 
promising. 

Demand for cement shows 
signs of remaining strong for sev- 
eral years and Pittsburgh Coke is 
considering a further addition to 
capacity. 

An activated carbon plant ex- 
pansion is being undertaken in 
steps. The Agricultural Chemical 
Division will produce a household 
flykiller, marking the company’s 
entry into the retail market. The 
Fine Chemical Division is extend- 
ing its line to include organic pig- 
ments. 

The Plasticizer Division may be 
expanded as the company’s share 
of the market has continued to 
increase. Although sales of the 
Protective Coating Division in 
1954 were lower due to reduced 
gas and oil pipeline construction, 
profits were still satisfactory. 

Net income for the year ended 
December 31, 1954 was $1,084,000 

(Please turn to page 200) 
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Reappraising 
Our Recommendations 





(Continued from page 167) 


approval of the latter’s stock- 
holders and the ICC, should re- 
sult in increased operating effi- 
ciency and greater economies. 


Chicago, Rock Island & Pacific 
R. R., was presented in our 
August 21, 1954, issue. At that 
time, as we have already stated, 
the stock was selling at 72. When 
we again called our readers’ atten- 
tion to it in the November 13, 
1954, article captioned “An Ex- 
pert Appraisal of the Rail Out- 
look”, Rock Island had advanced 
to 76. Since then, it has moved up 
to a recent hight of 9714, and is 
currently manifesting a strong 
market tone fractionally under 
this high at 965%. Several factors 
contribute to Rock Island’s good 
market position. One of these, of 
course, is the road’s high earning 
power and the other is the possi- 
bility that upon consummation of 
current plan to retire the out- 
standing $65 million $5 preferred 
stock with the proceeds from sale 
of $65 million 414% income de- 
bentures, action will be taken to 
split the common stock, possibly 
on a three-for-one basis. Replac- 
ing the $5 preferred with 414% 
debentures will, it is estimated, 
result in a tax saving that would 
add a little more than $1.00 a 
share to common earnings. Last 
year, Rock Island’s actual earn- 
ings for its common = stock 
amounted to $10.96 a share which, 
although down from 1953’s $16.07 
a share, was achieved despite the 
fact that total revenues for last 
year of $187 million were off by 
almost $21 million from 1953. 
The 1955 outlook is for gains in 
both revenues and net income, the 
latter for the first quarter esti- 
mated at $2.10 a share as com- 
pared with $1.99 a year ago, with 
second quarter results showing 
a further improvement as the 
gain in freight traffic volume de- 
veloping in March continues to 
reflect the uptrend in general 
business throughout the road’s 
territory. Rock Island common, 
paying dividends at an annual 
rate of $5.00 a share is a sound 
rail issue to hold for income and 
at its present price continues to 
offer an opportunity for good 
yield of 5.1% and market possi- 
bilities over the longer-term. 
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Standard Oil Co. (Indiana) was 
brought to our readers’ attention 
in the August 21, 1954, issue of 
The Magazine. At that time, the 
stock was selling at 78, and by 
October last year had advanced 
to 9514. Since then, stockholders 
have received a 100% stock divi- 
dend, the equivalent of a 2-for-one 
stock split, following which the 
new shares sold as high as 4914 
this year, then reacting to current 
level of 4414. At this price, we 
regard the issue as one of the 
most attractive of the oil stocks 
because of its high quality and 
long-range growth prospects. 
Within the past 10 years, Stand- 
ard of Indiana has grown from 
where in 1945 it had total income 
of $627.1 million to $1,729 million 
in 1953, which topped 1954 total 
income of $1,677 million, largely 
because of reduced crude oil out- 
put, especially by Texas allow- 
ables, and a lower refining rate 
last year. Despite these adverse 
factors net earnings last year of 
$117.1, million, were equal to $3.73 
a share on the present outstand- 
ing capital stock. In the preceding 
year, net income of $124.8 million 
equalled $4.06 a share on the same 
basis. In the past 10 years, ap- 
proximately $1,850 million, 82% 
of which have been provided by 
its own operations, for expansion 
and replacement of facilities. Ad- 
ditions to properties, plant and 
equipment in 1954 cost a little 
more than $284 million while 
over-all capital expenditures, will, 
it is estimated, average $220 mil- 
lion in each of the next few years. 
Included in this program are drill- 
ing operations to develop addi- 
tional crude oil and natural gas 
liquid reserves now at 2,061 mil- 
lion barrels and further increase 
its gas reserves of 11.38 trillion 
cubic feet. At its present market 
price the stock, on an $1.40 
annual dividend basis, is selling to 
yield 3.1%. 


American Cyanamid Co., was 
set forth in our issue of October 
16, 1954, as an _ undervalued 
growth stock. At the time, the 
stock was selling at 50, from 
which level it has since slowly 
moved up to 5534, later reacting 
to its current price of 5314, at 
which level it has attracted new 
buying from investors interested 
in its good long-term growth pros- 
pects. Cyanamid has laid the 
groundwork for this growth, 
especially during the past 10 
years, by acquisitions and con- 
struction of new plants, the ex- 


tent of which is partly reflecteg 
the increase in net property , 
count from $35.1 million at 4 
end of 1945, to $213.1 million ; 
the close of 1954. It has achieyg 
broad product diversification 
industrial and agricultural chen 
cals, plastics and resins, vitaming) 
antibiotics, bulk materials ¢g) 
manufacturers of pharmaceuticf ) 
and veterinary products, special 
medicinal chemicals, and titaniy 
dioxide and other organic andj 
organic pigments for use ; 
paints, printing inks, rubber, fla 
coverings and other products, 0) 
of its important divisions is th 
Lederle Laboratories, producin 
pharmaceuticals and _ biological 
including “Aureomycin” ap 
other broad-spectrum antibiotic 
Total sales of Cynamid in 19 
were at a record high of $397, 
million, up from $380.3 millio 
for 1953. Net earnings for las 
year were equal to $2.95 a shara 
compared with $3.15 for 195 
when there were 76,660 les 
shares of common stock outstand 
ing. The outlook is for a greatly 
improved earnings showing fof 
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GRA 


1955 as new plants and improve ex 
ments go into operation. Include 
in this program is a $15 millioy 
titanium dioxide plant schedule 
to be in production this summerff,, W. R 
With the major plant program 
approaching completion, it is exgentury 
pected that dividends on the comfy i ness 
mon stock will be increased abovd ya 
the current $2.00 annual rate orffattainm: 
that a year-end extra will be dis§ .,,_ 
tributed. —enpg @pidly | 
and pro 
Westinghouse Reaches J! &t« 
for New Heights that for 
strides | 
(Continued from page 174) Go come 
to the growth of Westinghouse, marked 
and for their impact on the na ip [atin 
tion’s industrial development. 
Among these developments inj enterpr 


1954, less than seven years from 
the time the company formed its 
Atomic Power Division, have 
been: 

Award of a contract from the 
Atomic Energy Commission for 4 
nuclear reactor for the nation’s 
first full-scale atomic power plant 
for the generation of electricity 
to be erected near Shippingport, 
Pa., 25 miles from Pittsburgh. 
When in operation, the plant will 
be operated by the Duquesne 
Light Co., which will finance and 
build the generating equipment 

(Please turn to page 192) 
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GRACE’S Centennial Year 
marked by significant 
expansion in the U. S. 

Chemical industry 


4s W. R. Grace & Co. entered its second 

entury in 1954, the diversity of its world-wide 
business enterprises was reinforced by the 
attainment of a well-established position in the 
rapidly growing field of chemical manufacturing 


and processing. This substantial expansion 


of Grace’s chemical operations is part of a program ——Highlights of the Year’s Operations—— 
that foresees this industry making tremendous — oo 1954 1953 
strides in the service of mankind for generations Sales and Operating Revenues. .$413,401,905 — $330,979,665 


° . Ne WN itd ie aero 
tocome. It emphasizes the forward drive that has wna 


marked Grace’s progress in the United States and es ; 

prog Preferred Dividends Paid 

in Latin America . . . in agricultural and manufacturing Common Dividends Paid 
e ° ° . Per share—at rate o 
enterprises...in world trade, transportation and finance. ote iia i of 

Net Working Capital. .... 


Ratio of Current Assets 
to Current Liabilities... .. . 
@ If you would like to know 


more about W. R. Grace & Co. 


Square, New York 5, N. Y. 








Per share of common stock based on 
average number of shares outstanding > 


Fixed Assets, Less Depreciation. 
.$179,960,386 


enterprisesthroughout the world, Stockholders’ Equity . . cee 
write for a copy of the 1954 Number of 
Annual Report to 7 Hanover Common Shares Outstanding. 


$ 14,794,326 
3.50 
$ 960,000 
$ 6,473,299 
$ 1.75 


$112.206,211 


ay 


$130,776,657 


4,119,493 


Number of Common Stockholders 13,697 


$ 12,585,688 
$ 3.27 
$ 960,000 
$ 5,404,151 
$ 1.75 
$113,489,590 


2.6 to 1 
$111,034,389 
$159.133,638 


3,667,580 
9.876 
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for New Heights 
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and market the output through 
its regular transmission and dis- 
tribution system. 

Another major new assign- 
ment awarded Westinghouse by 
the AEC, in conjunction with the 
U. S. Navy, covers the develop- 
ment of a nuclear reactor suited 
to the propulsion of a large sur- 
face vessel. Meanwhile, in 1954, 
the world’s first privately-financed 
atomic equipment manufacturing 
plant started production near 
Cheswick, Pa. This plant of the 
Westinghouse Atomic Equipment 
Department, is manufacturing a 
growing volume of “canned” 
motor pumps for atomic power 
application, the first product of a 
broad line of atomic plant com- 
ponents. Simultaneously, Westing- 
house, under a study agreement 
with the AEC will explore, at its 
own expense, new approaches in 
nuclear reactor technology look- 
ing to still greater progress to- 
ward the age of atomic power for 
peacetime uses. 

If Westinghouse Electric’s pro- 
duction of the first nuclear reactor 
for ship propulsion has been spec- 
tacular, other developments of 
the company have been no less so. 
As far back as 1911, Westing- 
house put the first steam turbine 
drive in a U. S. Navy ship. It de- 
signed and built for the Navy the 
first American-designed jet en- 
gine, and during World War II, it 
delivered the first large quantities 
of pure uranium and built some 


$75 million worth of special equip- 


ment used in the production of 
the atom bomb. The rapid strides 
it has made in the field of atomic 
energy were made possible by the 
great importance Westinghouse 
has placed on research and engi- 
neering in nuclear physics, in 
metallurgy, in materials, and in 
steam apparatus, all of which has 
resulted in extending the frontiers 
of power generating equipment, 
developing new uses for the gas 
turbine, and the development of 
new and improved materials that 
have opened the way for the prac- 
tical design of new electrical ap- 
paratus which could not have 
been achieved a year ago. 

In the field of magnetism, for 
instance, Westinghouse scientists 
were able to produce laboratory 
samples of new magnetic ma- 
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terials with considerably better 
properties than heretofore known. 
New facts about the alloys used 
in turbine blades were uncovered, 
and new techniques were de- 
veloped for purifying titanium 
and other hard-to-get metals such 
as zirconium and germanium. 

Westinghouse electrical engi- 
neering has also written a new 
chapter in the history of vertical 
transportation through a unique 
combination of electronics that 
has made possible the operatorless 
elevator. This has been followed 
by the recent development of an 
ultra-reliable control system that 
has no moving parts, and which 
directs the operation of complex 
machinery, regarded as a major 
step toward completely automatic 
manufacturing processes and op- 
erations. 

Westinghouse, looking further 
into the future, continues to ex- 
pand its research and engineering 
facilities. By next Autumn, its 
new central Research Labora- 
tories, near Pittsburgh, Pa., will 
be dedicated. At about the same 
time, it expects to have completed 
its new metallurgical laboratory 
at Blairsville, Pa., for research 
on new metals and alloys. Other 
new facilities planned include a 
laboratory for research and de- 
velopment of jet engines, new 
and enlarged network calculator 
and computer facilities, and a 
new high-altitude test chamber 
for testing of aircraft electrical 
components. 

These and other facilities which 
Westinghouse has scheduled or 
has already provided are part of 
the Westinghouse plan for con- 
tinued growth. It looks for many 
new products and projects to 
make their appearance on the 
American economic scene in the 
near future, including, aside from 
the practical industrial applica- 
tion of atomic power, low-cost air 
conditioning for homes, the “heat 
pump” combining mechanical 
heating and cooling in one unit, 
color television, and rapid growth 
in such appliances as dishwashers 
and garbage disposal units, and 
continued increase in the capa- 
cities of all power apparatus. 

Westinghouse in preparing for 
the development of new products 
and new markets, has also placed 
increased emphasis on improved 
methods of manufacturing, con- 
veyorized material handling, new 
automatic equipment, and on 
other work-saving techniques to 
reduce costs and increase capacity. 
It has also maintained a strong 


financial position. At the close, 
1954, its current liabilities ; 
$226.3 million were exceeded } 
its current assets, including $344 
million in cash and U. S. Gover 
ment and other marketable gee, 
rities, totaling $918.4 million, 
The common stock, current 
selling at 79, is obviously pricg 
at a level which reflects invest, 
evaluation of the compan 
growth potential. Last year, th 
regular 50-cent quarterly dividey 
was supplemented by a year-ey 
extra of the same amount whic 
if repeated in 1955, would amouy 
to a yield of a little better tha 
3.1% Although the stock, on th 
basis of current earnings, appea 
to be generously priced, it is 
sound long-range investment anj 
should be left undisturbed }j 
those already holding it. Ne 
commitments, however, might } 
deferred awaiting a general mar 
ket reaction or initial purchase 
could be made at this time by in 
vestors who follow the “dolla 
averaging” method of investment 
—EN 
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dissolving and other papers. 

Therefore, it would provide a 
better insight to the industry ifa 
breakdown were provided for the 
many component fields. This is the 
outlook for 1955: 


How Various Branches of 
industry Shape Up 


Newsprint: Consumptien tr- 
ditionally reflects the overall bus: 
ness situation. On the assumption 
that the economy of the country 
will function at a higher levd 
than in 1954, high-level require 
ments for newsprint in this cour- 
try would appear to be indicated 
In addition, continued expansi0 
in consumption overseas also aj- 
pears to be in prospect. Converti- 
bility of currencies and the higher 
standard of life being attained i1 
foreign lands resulted last yeat 
in record exports—about 175% 
greater than the 1953 exports. 
Physical capacity to produce 
newsprint in the United States 
was augmented considerably dur- 
ing 1954 with the coming into 
production of a new two-machine 
mill in the South—second since 
the end of the war—and the addi- 
tion of a large newsprint machine 

(Please turn to page 194) 
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Richfield Reports on 1954... 


BALANCE SHEET AT DECEMBER 31 





a Assets 1954 1953 Liabilities 1954 1953 
a Cash and Government securities. .$ 36,037,209 $ 23,967,231 Current liabilities............... > 24,904,413 $ 26,827,515 
e Accounts receivable (net)........ 31,482,947 28,251,390 EMRE COTM GEE. cook oincicccasaes 84,000,000 71,000,000 
e | Re a rr 33,896,173 36,641,634 Reserve for contingencies........ 202,647 202,647 
Investments and advances........ 4,245,053 3,145,547 Stockholders equity: 
Capital assets (net).............. 179,523,089 165,645,132 Capital stock. .....2..c.ce0000. 74,496,630 74,496,630 
Deferred charges .............+4+ 4,719,906 4,055,844 Earnings employed in the 
$289,904,377 $261,706,778 MOE ek cat cmuckakente 106,300,687 89,179,986 











$289,904,377 $261,706,778 
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: OPERATING STATISTICS — BARRELS 1954 1953 
Production of crude oil—gross.... 26,746,000 26,499,000 . INCOME ACCOUNT 
Production of crude oil—net...... 20,809,000 20,603,000 © FOR THE YEARS 1954 AND 1953 
Crude oil processed at refinery... 41,137,000 40,751,000 1954 1953 
Sales of refined products......... 40,122,000 37,752,000 bat al 
: Gross operating income... .$223,310,969 $202,039,003 
COSCO SSCS OOO SOO ESOC SOOO OOO DOO OOOO CCE S ssc seesooS “4 Costs and expenses........ 184,282,580 156,332,534 
——— | $ 39,028,389 $ 45,706,469 










Interest expense and re 
nonoperating income—net (1,457,688) (380,983) FF 
$ 37,570,701 $ 45,325,486 | 


WE WILL BE PLEASED TO SEND YOU A COPY 
OF OUR 1954 ANNUAL REPORT. WRITE: 
SECRETARY, RICHFIELD OIL CORPORATION, 











555 SOUTH FLOWER STREET, Provision for Federal - & 
LOS ANGELES 17, CALIFORNIA taxes on MCOMEC, ... 26020 12,000,000 16,450,000 i” 
ee $ 25,570,701 $ 28,875,486 & 
Net income per share.. $6.39 $7.22 i 





Executive offices: 555 South Flower Street, Los Angeles 17, California 
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at an existing mill. Modernization 
and improvement at other plants 
also continue to add to the over- 
all potential. 

Unbleached kraft paper: Indus- 
try produced and shipped about 
2.5 million tons of product in 
1954, second in volume only to 
1951. Operating rate was better 
than 90%. Bag and sack papers 
of all kinds contributed largely to 
the achievement. The industry’s 
prospects for this year appear ex- 
cellent. Being a service industry, 
it should benefit from the growing 
population’s needs for more gro- 
ceries, chemicals, clothing and the 
like. New uses for kraft paper 
constantly are being found. 

Writing paper: Total fine pa- 
per production in 1954 was about 
1,320,000 tons, 2.4% higher than 
in 1953, but still below the 1951 
record output of 1,366,425 tons. 
This industry has had a setback 
since 1951, largely because of the 
sharp decline in the Government’s 
wartime requirements. In the last 
few years, the Government has 
been reducing its paper invento- 
ries, also its overseas establish- 
ments now are buying paper pro- 
duced in lands where troops are 
stationed. Commercial demand 
has continued to grow and has 
nearly offset the loss from reduced 
Government needs. Population 
growth and the growing needs of 
commerce should take up any 
slack in the year ahead. 

Vegetable parchment: Demand 
is increasing, over 200 types are 
available and many of these solve 
industrial problems. Population 
growth is an aid, since vegetable 
parchment is the standard wrap- 
per for such foods as_ butter, 
poultry, margarine, ham, bacon, 
lard, shortening, cheese, ice cream 
and dozens of others. Demand for 
vegetable parchment papers in 
1953 was 14% higher than in the 
previous year and 1954 was even 
better. This year should show an- 
ether significant increase. 

Tissue: Primary production 
was up slightly from 1953, which 
was second only to record 1951. 
Toilet and facial tissue continue 
to set new records. There have 
been declines in waxing, wrap- 
ping and twisting tissues. Over 
all, the tissue segment of the pa- 
per industry should continue its 
excellent record of growth which, 
for past several years, has sur- 
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passed every other branch of the 
field. Population growth, con- 
stantly rising standard of living 
and discovery of new uses augur 
for new heights in 1955. 

Glassine and greaseproof pa- 
per: The trend toward pre-pack- 
aging of processed food products, 
the increasing number of self- 
service markets and the rising 
population are favorable factors. 
Other aids to this growing field 
are the rising number of new 
uses such as non-corrosive glas- 
sine and many other industrial 
uses. An increase in demand ap- 
pears assured for 1955. 

Groundwood papers: Shipments 
in 1954 were 1% under record 
1953. A few mills were called on 
to make more newsprint last year 
than in 1953 and, in addition, 
more mills are closing down for 
summer vacations than hitherto. 
The result is that there are just 
less groundwood printing and con- 
verting papers available for use. 
Most of the reduction in 1954 de- 
liveries occurred in coated papers. 
Outlook for 1955 is bright with 
the industry operating at about 
95% of capacity. 

Market pulp: Last year there 
was considerable inventory liqui- 
dation. Recent months have seen 
an improvement in the business. 
Consumption of paper grade mar- 
ket pulp should equal or pass the 
1953 total of 2.5 million tons. 

Paperboard: Industry ended 
1954 enjoying a firm demand for 
its products. Tonnage was second 
highest in history. Operations in 
first quarter of 1955 were often 
at record high levels and the out- 
look is for the best year in its 
history. 


Growth of Exports 


While exports have never 
bulked large in the over-all con- 
siderations of this country’s pa- 
per and paperboard industry, this 
field appears to be growing in 
stature. It is estimated that ex- 
ports last year were up 280% 
from 1953, due to the easing of 
currency restrictions on paper 
imports by foreign countries and 
the higher standard of life at- 
tained in other lands. During 
1954, the industry for the first 
time exported more pulp than it 
imported and our paper exports 
reached a new high. Last year’s 
American exports totaled 700,000 
tons, nearly double the 372,000 
tons exported in 1950. Pulp ex- 
ports last year were 431,000 tons 
compared with 375,000 tons im- 
ported. 





Aside from the relatively new 
lush high fields of atomic energy 
and electronics, few industries 
would seem to be as strongly situ- 
ated as the paper business. A hand- 
maiden of modern-day life in al] 
its phases, this sensitive reflector 
of the health of our economy 
should grow with the country. 





However, the rise in shares of 





paper equities generally has dis. 





counted in substantial measurelf 


the prospects for maintaining 





earnings on a satisfactory basis§ 





in an improving economy, such 
as is anticipated for 1955. Price 
risks have increased consider- 
ably and price-earnings ratios for 
most companies are historically 
high. Companies that will have 
new facilities available should be 
able to achieve earnings improve- 
ment over the rate of gain that 
may be attained by other compa- 
nies that have not completed ma- 
jor expansion programs. The rec- 
ord of the industry in 1954 was 
reasonably satisfactory in face of 
the minor decline sustained else- 
where. Diversified producers had 
the best experiences in 1954 and 
that pattern is likely to be re 
peated in 1955. 

However, the investor who 
thinks in terms of the long haul 
will deduce that the story of pa- 
per is much more than the ac- 
count of a burgeoning industry. 
In its growth and development is 
reflected the history of a vigorous, 
changing and highly competitive 
field. Wood pulp and paper are 
among the most widely used man- 
ufactured commodities in modern- 
day society. Such a multitude of 
things is made from them that 
their consumption has become, 
like the production of steel, an 
index of our country’s standard 
of life. 

Our people today have an insa- 
tiable demand for paper products 
that go into their newspapers, 
that wrap their daily purchases, 
and print their books, letter pa- 
per, transportation tickets, tele- 
phone directories and catalogues. 
There are paper rugs and paper 
window curtains for the home. 
There are seat covers woven from 
twisted paper strands for our au- 
tomobiles. Hundreds more could 
be cited and the list would still be 
incomplete, as indeed it must be 
in a country where new uses for 
paper are found every day. 


Earnings and Dividend Trend 
In general, 1954 earnings for 


the paper group registered a gain 
(Please turn to page 196) 


THE MAGAZINE OF WALL STREET 













































y new 
nergy 
istrieg 
V situ- 
hand- 
in all 


flectorf «6s Puget Power Reports | 


onomy q / 


=< RECORD PROGRESS | 






















































res of 
iS dis- 


















2asure 
=) FOR 1954 
basis 
such 
Price 
Sider. 
os for 
rically - “ail A 
have r 
ild be ae ‘ yal re ee 4; Spine 
orove- (par ogg ges’ sah rH 
1 that |= cit” Ai ead ie AY) 
3 ae Puget Power’s Annual Report shows substantial 
: an gains and significant accomplishments on all | 
1 was fronts, which add up to the best year in the | : 
ace of Company’s history. For the first time in almost | QUICK FACTS—1954 
| else. a quarter of a century Puget was enabled, in 
s had 1954, to move at full speed ahead, with | er 
4 and dynamic, forward-looking programs designed to | 1954 Ov 1953 
ye re- effect maximum realization of its existing and | Operating Revenues $20,979,880 95 
- future potentials. i 
W. 
> haul | With a greatly improved “climate” —wide- | yoy $4,461,331 10.8 
»f pa- spread public support —an exceptionally advan- 
ie ac- tageous capital structure (41.6% Debt—58.4% | Per Share of Common Stock $2.05 108 
ustry. Common Stock and Earned Surplus) and other | 
ent is favorable factors, Puget is stronger today than | Per cent of Revenues 21.3 1.6 
TOUS, 1 ever before and is possessed of excellent future Dividends Paid $1.6014 259 
titive growth, earnings and dividend prospects. | 
Bw | Gross Additions to Utility Plant $7,015,104 27.1 
man- Puget was never in better shape to translate 
dern- these prospects into realities for stockholders— | Kilowatt-hour Sales 
de of to maintain good electric service at reasonable | (in thousands) . 1,647,004 = 11.1 
that rates—to bring about greater customer benefits " 
sae through increased use of electricity —to attract Pech Lend—thenats -- Se we 
rdard ; the large sums of additional capital anticipated | Customers at End of Year 180,526 3.9 
to be required for new construction to meet the | 
insa- rapidly increasing electric utility needs of a Average Annual Kilowatt-hour 
ducts | territory rich in the promise of growth, and to I Use Per Residential Customer 5854 12.1 
pers, play a vital role in the upbuilding and devel- | iii ih th ih iain ii 
1ases, | opment of the area it serves. l in 1953 
Yr pa- I tExcludes special nonrecurring sales to the City of 
tele- | Seattle in 1953. 
ees. 
paper 
1ome. f 
from | 
Yr au- : 
could} PUGET Tek ty, ie) 
ill be o ail 7 a ie 4 @ If you would like to 
st be} POWER & LIGHT CO. = meee] read the complete story 
s for | ay 3 eae in Puget’s 1954 Annual 
Report, please write 
Frank McLaughlin, 
President, 860 Stuar 
nd Y ammih tie Bldg., Seattle 1, Wash, 




















The Paper Industry in 1955 





(Continued from page 194) 


over the previous year, but there 
were a few exceptions as indi- 
cated in the accompanying table. 
The largest gain percentagewise 
was by Container Corp. of Amer- 
ica but other substantial increases 
were recorded by Crown Zeller- 
bach, Lily-Tulip Cup, Marathon 
Corp., Oxford Paper, Scott Pa- 
per, Sutherland Paper and Union 
Bag. 

Most companies increased their 
dividends but rates are still mod- 
erate, as compared with earnings 
leaving room for further in- 
creases. However, such increases 
in dividends as occurred last year 
were of moderate proportions. 

To a considerable extent, paper 
company stocks have discounted 
both actual and prospective earn- 
ings increases so far as the pres- 
ent year is concerned. Most of the 
group are selling close to the peak 
of the year. While stocks held at 
materially lower levels should be 
held, it probably would be advisa- 
ble to hold off making new pur- 
chases until these issues can be 
obtained on a more attractive 
price basis. —END 





50 Stocks Yielding 
Over 6% 
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expected, it would seem that there 
need be no concern with respect 
tc dividend maintenance. Accord- 
ingly, the present yield of 6.4% on 
American Tobacco stock seems 
quite attractive, even though 
market appreciation possibilities 
would seem limited in view of the 
possibility of a recurrence of ad- 
verse “cancer” publicity. 


NATIONAL ACME CO. 
This stock yields about 6.6% on 
the current market price. Osten- 
sibly, the rather high yield would, 
under ordinary circumstances, 
seem to indicate some uncertainty 
concerning the dividend. How- 
ever, the record of earnings in 
recent years should dispel this 
doubt. In fact, in 1954, the $4 
dividend (including extras) was 
earned not far from twice over. 
While the machine tool industry 
is in a period of adjustment to 
somewhat lower demand, the basic 
position for the industry is one 
of strength in view of the con- 
tinued expansion of industrial 
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purchases of new equipment and, 
particularly, in view of the trend 
toward automation. The financial 
position of the company is ade- 
quate and even with the moderate 
decline in view for earnings, the 
rate of dividends paid in 1954 
should be maintained. Present 
holdings need not be disturbed but 
new purchases might be _ post- 
poned until a more favorable 
market level is reached, particu- 
larly in view of the extensive rise 
in the price of the stock in 1954-55. 


GENERAL REFRACTORIES 
CO. — The strong upward surge 
in the steel industry furnishes a 
satisfactory earnings outlook for 
this important manufacturer of 
fire-brick. Last year’s earnings 
decline to $2.84 a share reflected 
the drop in steel production but 
in the past few months conditions 
have improved materially. Out- 
side of 1954, in recent years the 
company’s earnings have aver- 
aged between $3.50 and $4.00 a 
share giving good coverage to the 
$2 dividend (40 cents quarterly 
plus 40 cents extra). Company’s 
finances are strong and with the 
anticipated increase in earnings, 
the dividends this year should 
equal those of 1954. The stock is 
a moderate speculation and may 
be retained for the yield though 
price appreciation possibilities 
seem limited. 


A.C.F. INDUSTRIES, INC.— 
The company’s large earnings in 
recent years — (fiscal years end 
April 30) $7.93 a share in 1954, 
$9.18 in 1953 and $7.14 a share 
in 1952 — may not be matched in 
1955. Thus, for the six months 
ended Oct. 1954, earnings were 
$2.46 a share against $4.83 a 
share in the corresponding period 
of 1953). However, for the third 
quarter of the fiscal year, ended 
January 31, 1955, earnings picked 
up to $1.88 a share compared with 
$1.51 a share for the same period 
last year. This is based on the 
present capitalization of 537,000 
shares of 5% preferred and 
781,000 shares of common. For 
the full nine months, earnings 
were $4.22 a share. It may be es- 
timated, on this basis, that the full 
year’s earnings will be in the 
neighborhood of $5.75-$6.00 a 
share. This is a satisfactory show- 
ing in consideration of the fact 
that the freight and passenger car 
manufacturing business, up to 
quite recently, has been in the 
doldrums. As the second largest 
manufacturer of freight cars, this 
is of great importance to the com- 
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pany. ACF Industries is in pro 
ess of a general raising of th 
efficiency of operations. Integral 
to this development is the relip 
quishment of old or surply 
plants, bringing about a redw. 
tion in overhead. Of importang 
also is the extension of the com. 
pany’s activities into electronic 
and nuclear energy products, both 
of which hold significant promis 
for the future. Dividends are be. 
ing paid at the rate of 75 cents 
quarterly, in addition to which 
extra payments of $1.75 a share 
were made in 1954. While ther 
may be some uncertainty as t 
payment of extras this year, the 
payment of the regular dividend 
would seem a reasonable expecta. 
tion. On the basis of the regular 
dividend alone the yield at the 
current price of 56 would be 5.3%, 
and 8.4% if the extras were con- 
tinued. In contrast to some of the 
other stocks described above, the 
actual yield on ACF would seem 
of less importance than the long- 
range prospect for price apprecia- 
tion which would seem to be in- 
herent in the company’s expan- 
sion into new and important fields. 
From the low of last year, the 
stock has had a considerable ad- 
vance and new purchases might 
be postponed pending a more fa- 
vorable market level. Present 
holdings need not be disturbed. 
—END 
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especially if the latter carries 
reasonable qualifications. Eventu- 
ally, increasing supplies of gas 
from Canada, the Williston Basin 
and elsewhere will stabilize selling 
prices. But it is hard to see how 
the stocks meanwhile can fail to 
be under some market handicap, 
psychological and otherwise. Suf- 
fice it to say that, if gas utilities 
saw no reason for concern in the 
drive for freeing producers’ 
prices, they would not be oppos- 
ing it as they are vigorously 

doing. 
Possibilities 
Some stocks which could work 
substantially higher over a period 
of time, despite prior gains, in- 
clude United Air Lines, Chrysler, 
National Steel, Motorola, Union 
Oil, Pittsburgh Plate Glass, 
Northern Pacific, Swift, Reynolds 
Metals, Kaiser Aluminum, New 
York Central and U. S. Plywood. 
—END 
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MAJOR USERS OF COPPERWELD PRODUCTS 


The major classifications of consumers of Copperweld products in 1954 
taken from the Annual Report are shown in the above illustration with the 
approximate percentages. Copperweld products reach a large segment 
of the whole economy through the industries they serve. They cre utilized 
by the public in many applications, so diversified that it may be assumed 
each individual uses Copperweld products in some form in his daily life. 


If you would like to receive a copy of our 1954 Annual Report, address 


COPPERWELD STEEL COMPANY 


FRICK BUILDING, PITTSBURGH 19, PA. 


ARISTOLOY | 
STEELS | 


STEEL OHIO SEAMLESS 
DIVISION TUBE DIVISION 


Warren, Ohio Shelby, Ohio 





FLEXO WIRE 
DIVISION 


Oswego, N. Y. 


WIRE AND CABLE 
DIVISION 


Glassport, Pa. 
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Fourth Quarter improvement 
Continues in 1955 

During 1954, Copperweld was con- 
fronted with a period of readjustment 
because of the transition to a peace- 
time economy and the return to full 
competitive conditions. The sales volume 
for the last quarter of 1954 exceeded 
the average of the preceding three 
quarters by 17 per cent notwithstanding 
the loss of one month's production at the 
Company's Tube Division due to labor 
difficulties. The progressive increase in 
demand for Copperweld’s products 
during the latter months of 1954 con- 
tinued into 1955 with the sales volume 
for the first quarter of 1955 exceeding 
the average quarterly volume of the 
preceding year by approximately 45 
per cent. This continuing demand has 
resulted in a substantial increase in the 
backlog of orders on hand, 


Sales and Earnings 

During the adjustment year of 1954, 
net sales were $49,694,000, equal to 
59 per cent of the record breaking sales 
volume for 1953. Net earnings for 1954 
were $927,065, which amounted to 
$1.32 per share of common stock after 
payment of preferred stock dividends. 
Dividends paid to holders cf common 
stock during the year were $1.80 per 
share compared with $2.00 f=: share 
paid in 1953. 


Modernization and Preduct 
Improvement 

Significant progress was made in 1954 
to reduce operating costs in the Com- 
pany’'s long-range program to modern- 
ize facilities and improve operating 
practices. Efforts directed toward further 
improving the high quality of Copper- 
weld’s products, as well as the develop- 
ment of new products and markets, have 
shown encouraging results and should 
have a continuing beneficial effect upon 
future earnings. 


The Year Ahead 


With a stronger national economy, we 
can look forward with considerable con- 
fidence that 1955 will be a year of 
moderate but sustained improvement in 
business activity, with the resumption of 
the growth and expansion of Copper- 
weld’s business which has characterized 
its 40-year history. 


FRANK R. S. KAPLAN, President 
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ARMOUR AND COMPANY 
5% Cumulative Income Subordinated Debentures, Due 1984 


* 


Notice is hereby given that ARMOUR AND COMPANY, pur- 
suant to the Indenture under which the above Debentures 
have been issued, will pay interest on the Debentures to the 
extent of the 1954 Debenture Net Income (defined in said 
Indenture), as follows: 


May 1, 1955 —$2.50 per hundred dollars 
principal amount of Debentures 

November 1, 1955—$1.55 per hundred dollars 
principal amount of Debentures, 


Holders of coupon Debentures should detach Coupon #1 on 
May 1, 1955 and Coupon #2 on November 1, 1955 and present 
them for payment either at the Continental Illincis National 
Bank and Trust Company of Chicago, 231 South LaSalle 
Street, Chicago, Illinois or The Chase Manhattan Bank, 11 
Broad Street, New York 15, New York. The Trustee, Amer- 
ican National Bank and Trust Company of Chicago, will mail 
checks for the interest payable on Debentures not in coupon 
form. 

Under the terms of the Indenture interest at the rate of 5% 
per annum is cumulative and all interest not payable in 1955 
accumulates and becomes payable as provided in the Inden- 
ture out of future Debenture Net Income when earned. 


ARMOUR AND COMPANY 
By: F. A. Becker 


























April 11, 1955 Treasurer 
This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Offering Circular 
NEW ISSUE April 12, 1955 
$65,000,000 


(maximum) 


Chicago, Rock Island and Pacific Railroad 
Company 


Forty Year 4+%2% Income Debentures 


Dated March 1, 1955 Due March 1, 1995 


THE ISSUANCE AND SALE OF THESE DEBENTURES HAVE BEEN 
AUTHORIZED BY THE INTERSTATE COMMERCE COMMISSION. 


The Company has called for redemption on May 9, 1955 its outstanding 
Preferred Stock, Series A The exact amount of Income Debentures to be 
issued will be the lesser of $¢ §,000,000 or 105% of the par value of Pre 
ferred Stock not converted into Common Stock on or prior to April 29, 1955. 


Price 100% and accrued interest 


The Offering Circular may be obtained in any stat 


hich this announcement is cir- 
culated from only such of the undersigned as are regi 


ers in securities in that State. 






The First Boston Corporation Blyth & Co., Inc. Glore, Forgan & Co. Union Securities Corporation 


Eastman, Dillon & Co. Goldman, Sachs & Co. Harriman Ripley & Co. 
Kidder, Peabody & Co. Lazard Fréres & Co. ere 
Merrill Lynch, Pierce, Fenner & Beane Salomon Bros. & Hutzler 
Smith, Barney & Co. Stone & Webster Securities Corporation White, Weld & Co. 
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Can Italy Solve Its 
Economic Problems! 





— 


(Continued from page 164) 


aluminum products, and certaiy 


electrical appliances. The output 


of steel, at a record high exceed. 
ing 4 million tons, is small com. 
pared with that of other Euro. 
pean countries, and Italy will 
unquestionably continue as an 
importer of steel semi-manufac. 
tures. 

Although Italian wages are 
very low—the country’s average 
is about 30 cents an hour—and 
labor plentiful, Italian products 
have a hard time competing 
abroad. Many industries—espe- 
cially the older ones, such as 
textiles, are high-cost producers, 
partly because they are behind 
the times and partly because they 
have to bear a burden of high in- 
direct taxation. 


Broadening of the 
Domestic Market 


Despite these practices, Italy 
has shared with other West Euro- 
pean countries a remarkable ex- 
pansion and broadening of the 
domestic market during the last 
few years. 

But if Italy’s economic develop- 
ment is to be stepped up still more 
in the future, larger imports of 
raw materials and equipment will 
be needed. To pay for these in- 
creased imports, Italy must either 
expand her exports or otherwise 
bolster up her international pay- 
ments. This will be all the more 
necessary as U. S. economic aid 
is now reduced to almost zero. 

The foreign trade outlook in- 
proved somewhat in 1954. The 
excess of imports was reduced 
from 571 million lire in 1953 to 
448 million lire, largely as a re- 
sult of larger exports. More 
textiles, machinery, and mant- 
factures were shipped to the 
neighboring countries and to the 
Middle East. Exports of fruit and 
vegetables were also better, es- 
pecially to the Western European 
countries, indicating rising living 
standards there. As to 1954 im- 
ports, they were about the same as 
in 1953, the increased purchases 
of raw materials and semi-fin- 
ished products being offset by 
somewhat smaller purchases of 
foodstuffs and particularly of 
wheat from the United States and 

(Please turn to page 200) 
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Annual Report 


FAIRCHILD ENGINE AND AIRPLANE CORPORATION 


FOR THE YEAR AS A WHOLE 


Sales and Other Income 


Costs and Expenses before Federal Taxes on 


Income ess a ae 
Earnings before Federal Taxes on Income 
Federal Taxes on Income 

Per Share ...... 

Net Earnings ..... 

Per Share .................- 
Dividends . 

Per Share 


AT THE YEAR END 


Unfilled Orders.................. 
Net Working Capital...... 
Per Share .............. asl 
Stockholders Investment...... ‘ 
Per Share (Book Value)............ 
Ratio of Current Assets to Current 
ese Poo cas chitaiceasuacac 


Number of Common Shares Outstanding...... 


Number of Stockholders of Record........... 
Number of Employees..................100--:+++- 


FAIRCHILD ENGINE AND AIRPLANE CORPORATION 


HAGERSTOWN, 


whee the Litre fo measured in oe 


Copies of our annual report are available on request. . . 


1954 
$140,751,724 


132,077,929 
8,673,795 
4,539,780 
1.57 
4,134,015 
1.43 
2,136,941 
80 


$246,000,000 
19,658,994 
6.81 
31,530,601 
10.92 


16tol 
2,887,758 
13,500 
13,671 


MARYLAND 


1953 
$170,541,543 


156,495,782 
14,045,761 
10,032,220 

4.34 
4,013,541 
1.74 
1,848,166 
.80 


$321,000,000 
15,923,992 
6.89 
23,315,564 
10.09 


1.4tol 
2,310,207 
10,351 
13,005 


te 

















Can Italy Solve Its 
Economic Problems! 





(Continued from page 198) 


Canada. 

Although “economic gloom may 
be fading” and the average 
Italian entrepreneur may be more 
confident of the future, many 
weaknesses and unsolved prob- 


lems remain. For example, there 
is the matter of the chronic Gov- 
ernment budget deficits, which 
are due partly to ineffective tax 
collecting. 

More serious than the chronic 
budget deficits is the unemploy- 
ment situation. Population pres- 
sure has apparently been only 
partly responsible for the in- 
ability to reduce the number of 
jobless much below the 2,000,000 
level. Currently the working 


population is increasing at an 








0 RH yy) BEE 


FORMOSA and the 
AIRCRAFT STOCKS 


IR POWER, as the key to U.S. military strength, again makes the headlines 
as international tensions mount. Two years ago in this column, the Value 
Line Survey said: 

“The Aircraft Manufacturing industry is likely to be one of the bright 
spots on the economic scene in 1954. Never before has the industry had such 
assurances of sustained high production under conditions predictable so far 
into the future.” 

The aircraft stocks were then shown by the objective Value Line Ratings to be 
radically underpriced. Since then they have more than doubled in price. 

Now what of the aircrafts? To what extent have the recent high prices dis- 

counted the long favorable earning and dividend rates? And how will each company 
be affected by renegotiations, emphasis on newer planes and guided missiles, cut- 
backs on older models? Every investor should see the new 64-page edition of 
Value Line Ratings & Reports which analyzes current and long-term trends in the 
aircraft industry, gives a full-page analysis of each company, shows which stocks are 
still underpriced and which are now overpriced. 
SPECIAL: You are invited to receive this 64-page issue covering Aircraft, 
Airline, Automobile, Truck and Agricultural Equipment stocks at no extra charge 
under this Special Introductory Offer. In addition, you will receive in the next 
4 weeks new reports on over 200 major stocks and 14 industries to guide you 
to safer and more profitable investing in 1955. This issue analyzes 43 stocks, 
including: 





Boeing General Motors United Aircraft American Airlines 
Douglas Chrysler General Dynamics Eastern Air Lines 
Martin Lockheed American Motors Pan Amer. Airways 
Grumman Bell Aircraft Fairchild Engine Studebaker-Packard 
TWA Curtiss-Wright Int'l Harvester No. Amer. Aviation 


Deere Republic Av. United Air Lines 
$5 INTRODUCTORY OFFER* 
Includes 4 weekly editions of the Value Line Survey—with a full-page Rating & 
Repert on each of 200 stocks and 14 industries. It includes also a new Special Situation 
Recommendation, Supervised Account Report, 2 Fortnightly Commentaries, and 4 
Weekly Supplements. (Annual subscription $120.) 
BONUS: You will also receive under this Special Offer at no extra charge the new 
12-page Summary Index giving current Value Line advices, yields and future price 
expectancies on all 700 stocks under supervision. *New subscribers only. 


Name 


and 13 others 


The Value Line Survey is now used by over 13,000 individual 
and institutional subscribers throughout the world, including 
banks, trust companies, insurance companies and universities. 


Send $5 to Dept. WS-4 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
THE VALUE LINE SURVEY BUILDING 
2 EAST 447TH STREET, NEW YORK 17, N. Y. 
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annual rate of 300,000 and the 

are signs that the rate of growggommon § 
is declining. About half of yqq3,667,0 
job seekers are usually absorjpreceding 
by industries which have egoming 
panded by about 8 per cent § Divide 
year since the work. Most of tiger share 
others emigrate. Thus economhe quar 
growth plus emigration keeps yy 
employment from getting worg 

On the other hand, it seems th@-please 1 
it will be impossible to liquidajpdt Co- 
the hard core of unemployed pqpane™ ? 
cause the ranks are being cof’ 
stantly filled by the under-ey 
ployed. 

Under-employment is chroni 
throughout the southern half , 
the peninsula and on the Island 
of Sicily and Sardinia, partic 
larly among landless farm work 
ers. : 

To establish a better balance lx 
tween South and North, the dj 49 pe 
Gaspari Government establishef An it 
back in 1950 the “Cassa per Bypital 
Mezzogiorno”—“the Institute fogign 398 
the South”’—which was to prgg54, : 
mote industrialization, rehabiliks) 176. 
tate the land, and, above allies of | 
transform landless peasants intfhy 1, 
land proprietors by means of lan@ fp th 
reform. After spending some 5i\ pperatic 
billion lire, the Cassa _ addefions i 
several hundred thousands Off the 
acres of tillable land and helpediyryes, 
to redistribute about 1,170,00fscture 
acres of land among some 90,00onvey’ 
families. and po 

The spending of the Cassa ifftrom t: 
now to be augmented by a tention pi 
year development program whicliment 4 
was outlined early this year byfions of 
Sr. Vanoni, the Italian Treasury The 
Minister. The objective of the treaser 
“Vanoni Plan” is to create by—reduce 
1964 some 4 million new jobs %rayse « 
as to absorb the present uneM{ywhich 
ployed and under-employed, while reeove 
providing jobs for the fresh labor pany 
forces which will come to the§ operat 
market during the next ten years cienci 
The Plan provides for a net iMfstanti 
vestment of around $35. billion costs, 
part of this amount would be prof offset 
vided by foreign investment an(fl terial 
by stepping up internal invest§ Ths 
ment to about 25 per cent of thf mont! 


Link-F 
les of 
ith $12 
ales of 

|-time 
Net 
5,447,5 
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national income. —END§ great 
and v 

erage 

Answers to Inquiries [tinue 
cratic 

Ov 

(Continued from page 189) |comp 


_ .. 4 | creas 
equal, after preferred dividends} aqqo, 


to 71¢ a common share, after PI} prog 
viding a reserve for deferred M4 men} 
come taxes of $1,120,000 ($1.22 A 
per share). These earnings COM prog 
pare with $2,855,000, or $2.63 pe! 
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l th . 
prow mmmon share in 1953. Sales were 


ot nefs5,667,000 vs. $52,212,000 in the 
sorbapreceding year. Prospects over 
ve egoming months appear favorable. 
cent § Dividends in 1954 totaled $1.00 
of tier share and 25¢ continues to be 
nome quarterly rate. 

‘DS Uy 

te Link-Belt Co. 

1S thi “Please report principal lines of Link- 
uidaidt Co. and give recent earnings, 
eq hapancial position, dividends and out- 


ye fi 
Z Coy S. C., San Raphael, Calif. 


er-en 

[ Link-Belt Co. reported 1954 
hronifiles of $111,218,611, compared 
alf ith $129,792,444 in 1953, when 
Slandfijes of the company reached an 
rticu)time high. 
wor’ Net income for 1954 was 

5,447,542, or $3.24 per share, 
ce bfompared with $7,397,792, or 
he di 42 per share in 1953. 
lishef An increase in net working 
per Bapital was reported from $39,- 
te follg0,898 in 1958 to $41,047,605 in 
. Prmg54, with current assets of 
abil 851,176,722 and current liabili- 
e bh ies of $10,129,117, a ratio of 5.1 
5 Init 1. 
F lanl In the year 1954 the company’s 
€ Mfperations reflected the varia- 
ddeftions in activity that took place 
S (in the many industries which it 
elpefierves. Link-Belt designs, manu- 
Wifactures and erects machinery for 
0 wnveying, elevating, processing 
iad power transmission, ranging 
Sa from tiny chains for driving mo- 
teMftion picture projectors to equip- 
ment for handling thousands of 
tons of bulk materials an hour. 
The profit margin has de- 
‘aqreased, in part as a result of the 
‘Breduced volume, but primarily be- 
oS Sl ause of the competitive situation, 
net§which has made it impossible to 
vhilfeeover increased costs. The com- 
abor pany has effected economies in 
thf operations through greater effi- 
calSAtiencies in production and sub- 
t IMftantial reduction in operating 
lion costs, but it was not possible to 
Pro-Bofset fully the rising cost of ma- 
ani trial and labor. 
vest The outlook over coming 
thf months is encouraging. With the 
‘ENE greater efficiencies being initiated 
__} nd with more effective sales cov- 
ttage, the company should con- 
tnue to show more favorable op- 
__} ‘rations during 1955. 

Over the past five years the 
‘mpany has substantially in- 
oi creased its | capacity through 
ore added facilities and by a regular 
ie em of replacement of equip- 

of Ment. 

7 A number of new and improved 
pet Products have been introduced 
(Please turn to page 202) 
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For 1954, Ohio Edison Company and its subsidiary, Pennsylvania Power 
Company, consolidated, reported: 


e $109,513,428 of operating revenue 

e 5,742,416,277 kilowatt-hours of electricity sold 

e 578,218 electric customers served 

e $54,497,641 for property additions and improvements 
e 212,000 kilowatts of new generating capacity 


e 3,003 kilowatt-hours of electricity, average annual 
use per residential customer 


Various factors are at work that should be conducive to a healthy and durable 
economic growth in the areas served by the two Companies. With 120 miles 
of water frontage, Ohio Edison’s service area is expected to benefit substan- 
tially from construction of the St. Lawrence Seaway. Careful and intelligent 
planning by community and business groups, to best develop facilities along 
Lake Erie’s shoreline to take advantage of the potentialities that the seaway 
project will make possible, is under way. 


Another important addition to transportation facilities is the Ohio Turn- 
pike, scheduled to be open throughout its entire length in the fall of 1955. 
This new east-west highway traverses 131 miles of Ohio Edison’s service area. 


The above information is from the Company’s annual report to its stockholders. For 
a copy of the report write L. I. Wells, Secretary, 47 North Main Street, Akron 8, Ohio. 


Ohio Edison Co. 


General Offices * Akron 8, Ohio 


© 1955, 0. E. Co. 
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(Continued from page 201) 


and a number of others are in 
the development stage. The com- 
pany’s sales organization has 
been strengthened and distribu- 
tion outlets increased to provide 
more effective selling. Intensive 
training programs for sales and 
engineering personnel are being 
continued. All of these are ena- 
bling the company to meet com- 
petitive conditions with confi- 
dence. 

Among the new developments 
is a fully integrated shell-molding 
system for foundries, which in- 
cludes all process equipment from 
sand preparation to handling of 
finished castings. 

A moving rubber sidewalk ca- 
pable of carrying 15,000 persons 
in an hour was installed at the 
Sam Houston Coliseum in Hous- 
ton, Texas. 

Two new series of shovel-cranes 
equipped with power hydraulic 
controls were introduced by Link- 
Belt Speeder Corp., a subsidiary. 

Engineering contracts were 
closed during 1954 for such varied 
installations as a ship-loading fa- 
cility on Lake Superior for han- 
dling taconite pellets, automatic 
systems of conveyors for automo- 
tive assembly lines and electrical 
appliance manufacturing plants 
and complete coal preparation 
plants and fertilizer plants. 

Dividends including extras, to- 
taled $3.00 a share in 1954 and 
60¢ quarterly has been declared 
thus far in the current year. 


Granite City Steel Company 

“With the steel operating rate in- 
creased thus far this year, I would be 
interested in knowing recent annual 
earnings of Granite City Steel Co. with 
emphasis on the expansion program of 
the company and prospects over coming 
months.” 

C. E., Philadelphia, Pa. 

Granite City Steel Co. com- 
pleted a program of expansion ac- 
quisition which began in 1951. 
Ingot capacity has been expanded 
substantially. Cost of this pro- 
gram has been heavy and was 
reflected in restrictions placed on 
cash dividends during the last few 
years. Stock dividends have been 
paid with 6% in stock disbursed 
in 1954. 

Net income of Granite City Steel 
Co. for 1954, after taxes, were 
$4,012,192 equivalent after deduc- 
tion for preferred dividends to 
$2.04 per share of common stock. 
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The company set new shipment 
records in 1954 for two of its ma- 
jor products—galvanized roofing 
and hot rolled sheets. In addition, 


Granco Steel Products Co., a 
wholly-owned subsidiary, shipped 
at record levels. Granco Steel 
Products develops and markets 
steel products for use by the con- 
struction industry. 

During 1954, the company’s 
outstanding debt was reduced by 
$6,500,000 leaving only $37,500,- 
000 debt outstanding at the end 
of the year. New equipment in- 
stalled during the company’s ex- 
pansion program has enabled the 
company to shift its sales pattern 
from a heavy proportion of semi- 

(Please turn to page 204) 
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Tax-Exempt Utilities 
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Southwestern Public Service, 
supplies electricity in the Texas 
and Oklahoma Panhandle in 
which are located oil and natural 
gas processing plants, agricultural 
areas, cattle and sheep ranches 
and diversified industrial and 
commercial enterprises, with in- 
dustrial sales of electric output 
accounting for approximately 
46% of the total. Total operating 
revenues which include relatively 
small amounts derived through 
water and natural gas sales, have 
risen steady in each of the past 
10 years. For the year ended last 
August 31, combined operating 
revenues reached $32 million, up 
by $2.2 million from the previous 
year and about double those five 
years earlier. This steady revenue 
growth together with benefits ac- 
cruing from large-scale expansion, 
indicate earnings for 1955 fiscal 
year ending next August of close 
to $1.60 a share. This would 
compare with $1.46 earned in the 
preceding 12 months. Further ex- 
pansion in fiscal 1955 involves 
installation of two new generat- 
ing units providing an additional 
165,000-kw. generating capacity, 
the first of which went into opera- 
tion last December. Another steam 
generating plant of about 72,000- 
kw. capacity is scheduled for com- 
pletion in 1957. In all probability, 
financing of these additions will 
be made partly through a new 
issue of mortgage bonds and the 
offering of additional preferred 
and common stocks. Dividends 
should continue at a minimum of 


33. cents quarterly, or at the san 
rate paid in 1954. Of the tot; 
$1.32 a share paid in that yeg 
approximately 74 cents was cop, 


sidered to be taxfree for incom@ga 


tax purposes. It is estimated th 


a similar rate of tax exemptig 4 


will be applicable to divideng 
paid this year and __possilj 
through each year to 1958. Thi 
indicated partial tax exemption oy 
dividends and the promising ear, 
ings outlook enhances the attra. 
tiveness of the stock for jt 
long-range price appreciation pos 
sibilities. It is now selling at $2 
a share. 
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BOOK REVIEW 


Sign of the Pagan 
By ROGER FULLER 


Out of the dark pages of the Fifth 
Century comes this story of a day when 
the barbarians, led by that evil genius, 
Attila the Hun, set out to conquer the 
entire known world. 

They were invincible, these Huns, as 
they swirled through Europe, crushing 
all their enemies. They were as accon:- 
plished in deceitful diplomacy as they 
were in the savage cavalry warfare 
which had conquered Rome’s proudest 
legions. How could a divided Roman 
Empire — misruled by the vacillating 
Emperor Valentinian in Rome, and by 
the weakling Theodosius in Constan- 
tinople— how could such an Empire 








hope to dam the flood of barbarism that§| 


threatened to topple the Cross? 

To the young centurian, Marcian— 
the sandal-maker’s son who would one 
day don the imperial purple — falls the 
desperate task of trying to turn back 
the Hun tide. Arrayed against him are 
Romans not worthy of the name. En- 
peror Theodosius, goaded on by Chry- 
saphius, the eunuch who is the power 
behind the Eastern throne. And the 
Huns themselves: Kubra, Attila’s sultry 
daughter, who loves as fiercely as she 
hates and fights; Attila’s _bearlike 
brother, Bleda; and his mascot, Zerco, 
the dwarfed fool whose stammering 
grimaces hide man-size thoughts; the 
silent Edecon, Attila’s lieutenant and 
his one confidant. 

At Marcian’s side in the battle t 
save Rome and Christianity is the Gen- 
eral Paulinus, the veteran whose hanés 
are tied by the scheming Chrysaphius; 
and Princess Pulcheria, who has been 
persuaded by her brother, Emperor 
Theodosius, to give up her right to rule 
the Eastern Empire, only to learn that 
he intends to betray Rome. 

From the opening scene of Sign o 
the Pagan, when Marcian is captured 
by a barbarian tribe and meets the 
beautiful, blonde girl, Ildico, to the 
final moments of the book when Pope 
Leo I goes forth from Rome to meet the 
bloodstained Attila, this is a novel on 
the grand scale. More than that it is 4 
tale of a day like our own when bar- 
barians from the East menaced the 
Western world and were turned back 
by men who believed in God and their 
cause. 
Dial Press $3.50 
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finished material to a normal 
product mix, with practically no 
sales of semi-finished material in 
1954. 

The rate of incoming orders 
early this year were the highest 
since about June, 1953. Prospects 
over coming months appear fa- 
vorable. 

The company’s ingot production 
in 1954 totaled 635,000 tons, as 
compared with 938,000 tons in 
1953. Shipments in 1954 totaled 
559,000 tons. Net sales totaled 
$69,265,197. In 1953, net income 
was $6,488,452 and net sales were 
$87,856,006. 

Granite City Steel Co. produces 
flat-rolled steel products. Its blast 
furnaces, open hearths, mills and 
main offices are located in Granite 
City, Ill., across the Mississippi 
River from St. Louis. 


George W. Helme Co. 

“T am somewhat concerned in regard 
to George W. Helme Company’s opera- 
tions, particularly whether snuff con- 
sumption has decreased in the past 
year, also please submit financial posi- 
tion and outlook over coming months.” 


W. M., Lancaster, Pa. 


George W. Helme Co. is the 
third-largest manufacturer of 
snuff and sells about 80% of its 
output in the South. It also car- 
ries a portfolio of marketable se- 
curities. 

Net sales in 1954 amounted to 
$10,266,433, a gain of 4.4% over 
the $9,836,344 in the preceding 
year. Net income after taxes in- 
creased to $1,265,867 or $1.72 per 
common share after preferred 
dividends, as against earnings of 
$1,201,114 or $1.61 per share in 
1953. 

Before taxes, net income was 
$2,538,815, as compared with 
$2,469,649. Federal taxes on in- 
come in 1954 totaled $1,272,948, 
equivalent to $2.12 per common 
share. In 1953, Federal taxes on 
income were $1,268,535, equal to 
$2.11 per share. 

The stability of the snuff indus- 
try was again demonstrated in 
1954. Based on the latest Govern- 
ment figures obtainable, snuff 
production in the United States 
will show a slight increase in 
1954 over both 1952 and 1953. 
This is in contrast to a modest de- 
cline in production of virtually all 
other tobacco products. 
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The company began the new 
year in a very healthy position 
with $9.04 in current assets for 
every dollar of current liabilities. 
Inventories were at satisfactory 
levels and there were no bank ob- 
ligations or bonded indebtedness 
outstanding. 

Stockhloders’ equity amounted 
to $15,686,789 on December 31, 
1954 as compared with $15,666,- 
503 a year before. The relatively 
small increase in stockholders’ 
equity during the year reflects the 
company’s policy of paying out a 
large percentage of earnings to 
the owners of the company in 
dividends. 

A major and most important 
step was taken during 1954 when 
the company’s Yorklyn, Delaware 
manufacturing plant was closed 
and its operations transferred to 
the main plant at Helmetta, N. J. 
This move is expected to result in 
appreciable savings in overhead. 
The snuff formerly made at York- 
lyn will now be more economically 
produced at Helmetta. 

Prospects over coming months 
appear satisfactory. 


Bell & Howell Co. 


“I have been a subscriber to your val- 
ued publication for a good many years 
and would appreciate receiving late 
data on Bell & Howell Co. as to recent 
earnings, dividends, financial position 
and prospects.” 

S. 1., Nashville, Tenn. 


Bell & Howell Co. manufac- 
tures quality precision-made mo- 
tion picture cameras, projector 
equipment, and other products for 
the motion picture field. It also 
produces microphone equipment, 
photographic and optical instru- 
ments for military use and manu- 
factures through a_ subsidiary, 
magnetic tape recorders. 

Sales of Bell & Howell Co. for 
1954 reached $40,699,495. This 
represents a 36.5% increase over 
1953 sales of $29,816,408. Net 
earnings after taxes increased 
339% from $1,357,994, or $2.68 
per common share, in 1953 to 
$1,812,645 or $3.52 per share last 
year. Earnings before taxes rose 
44% from $2,633,531 in 1953 to 
$3,791,551 in 1954. Except for 
1947 this was the company’s best 
post-war earnings year. 

The increase in net income re- 
sulted primarily from the growth 
in sales volume, although expand- 
ed cost reduction and cost control 
programs helped to reduce the ef- 
fect of higher wage levels on 
earnings. A change in amortiza- 
tion policy increased net income 
$108,000. 





Current bank debt, whic} 
reached a peak of $3,450,000 dur 
ing 1954, was completely retira*” 
at year-end. However, it is ef” 
pected there will be some shortff e 
term borrowing during 1955, [P® 

Sales and earnings for 1955 an” 
expected to be favorable, although” 
first quarter results have beg 
somewhat adversely affected by &., ; 
change in the merchandising poll. 
icy of the Three Dimension Conf 
pany division. Products of thigf 
division are now sold on a direc tic 
factory-to-retailer basis by thi” 
Bell & Howell sales organization 
instead of through distributors, 

The company faces the futurfyeas 
with confidence as it feels that Prod 
hundreds of thousands of newhson, 
school classrooms must bk oi 
equipped with audio-visual aids - 
The rising birth rate means a me 
jor increase in family photogre 
phy. Microfilm, in a nuclear age 
offers economical and space-say. ns 
ing storage of valuable recordsIn, 
All these factors indicate a steady 
growth in demand for company’s 
products. 

Dividends in 1954 totaled $1.00 
per share and this was a doubling 
over the 1953 payments of 50¢ per 
share. Payments of 25¢ quarterly 
have been made thus far this year, 
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Dixie Cup Co. << 


“Please advise on the outlook for 
Dixie Cup Co. and also state recent ar- 
nual earnings and dividends.’ 


P. C., New Haven, Con.?§— 


Consolidated net income of 
Dixie Cup Co. in 1954 increased 
to $3,528,923, equal to $4.05 per §ithe 
common share and this was the gan 
highest net sales in the history of cul 
the company, as against 199 . 
earnings of $2,752,752, equal tog th 
$3.55 per common share. Net sales § WI 
were up $1,004,596 over 1953 togm 
$44,379,968, marking the eighth Ise 
consecutive annual increase.ga 
Gross billings were $48,102,563, § w 
compared to $47,082,654 in 1953. § th 

Expansion and growth of thege 
company continued during 1954, {th 
with over $5 million expended for § te 
land, buildings, machinery and§la 
equipment providing more efl-]» 
cient operation, greater capacity, jc 
better service and improved pro-§ 
duction. An additional $4 million } It 
is presently reserved for the con-| 1 
tinuation of the building pro]. 
gram, for necessary equipment} > 
and to finance larger volume. 

Dixie Cup is a leading producer | 4 
of paper cups (about 75% of}? 
sales) and food containers (about } 8 
25% of sales) and the company}? 
is experiencing continued growth] 
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cup demand as new types are 
eveloped. Dixie has a long-range 
jective to continue to improve 
he quality and lower the cost of 
present products through sub- 
¢antial research and engineering, 
nd has an expanded program of 
making Dixie cups available for 
ww uses. A principal sales objec- 
ive in 1954 was to further estab- 
ish Dixie cups as an everyday 
litem in home use, which involves 
%, creation of a new habit for a 
nation. 

Among “new products” intro- 
juced in 1954 were the HEAVY 
DUTY FOOD CONTAINERS for 
Meats, Cottage Cheese and Food 
Products and new machinery de- 
signed by Dixie for filling Dixie 
eontainers of all sizes with ice 
weam, coffee cream, soft foods 
and condiments. 

The cups are used once, then 
discarded. They must be inex- 
pensive enough to throw away. 
The company’s future depends on 
ontinuing to price its products 
for disposable use. Growth pros- 
1 er gets continue favorable. Divi- 
E $1.00fiends in 1954 totaled $1.80 per 
oublingichare and 45¢ quarterly has been 


50¢ petfnaid thus far in the current year. 
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Federal Trade Commission 
aid the Departments of Agri- 
tulture, Commerce and Labor. 
After eighteen months of study, 
the committee brought in a report 
which recommended a very mini- 
mum of what doubtless a large 
segment of such people as know 
about the study expected in the 
way of measures to strengthen 
the anti-trust statutes. In fact, 
tritics of the report, chiefly from 
the labor camp, say about all the 
report does is to recommend re- 
kxations. It did recommend re- 
peal of State fair trade laws as 
calculated to maintain price levels 
‘0 the detriment of the consumer. 
Itis to be noted that this instru- 
ment of price maintenance was 
hot a creation of business at all 
but of State law-making bodies. 
The committee found some 
things to criticize in the field of 
Private anti-trust procedure. Such 
suits, be it noted, are suits 
brought at the request of one 
usiness or group of firms against 
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another for the purpose of cor- 
recting what one group regards 
as unfair competition. Such suits 
are not suits by the Government 
against monopolies at all but, in 
a sense, are merely line-fence 
cases between what amount to 
individual litigants. Not the gen- 
eral public interest but the inter- 
ests of competitors are involved. 

To be sure the Attorney Gen- 
eral’s Committee did find that 
there might well be legislation to 
protect the public from actions by 
labor unions not so much in re- 
lation to their wage-bargaining 
activities but in cases where labor 
disputes affect the public not 
parties to any dispute at all. The 
report harked back to the Bedford 
Cut Stone Company case back in 
1927. This quarrying company 
sold stone in practically every 
State in the Union. As a result of 
a dispute between the company 
and its workers, union workers 
for contractors using the stone 
throughout the length = and 
breadth of the land, refused to 
handle the material, stopping con- 
struction work and_ throwing 
thousands of other workers out of 
employment. The committee did 
not think that anti-trust law im- 
munity should extend to cover 
such activities so obviously 
against public interest. 

The committee’s report is a 400- 
page affair and cam only be 
touched on here. The impressive 
fact, however, is that, in all this 
study, the committee found no 
overhanging threat to the Ameri- 
can people by Big Business mon- 
opolies and mergers, existing or 
threatened. Indeed, the committee 
favored some technical relaxa- 
tions of the anti-trust laws as 
serving no useful public purpose. 
The Federal Trade Commission 
has in preparation a report of 
its own which will deal with the 
same general problems. It has 
not yet been completed but there 
are many reasons to forecast that 
the findings will be much the same 
as those of the Attorney General’s 
special committee. 


Labor’s Attitude 


Organized labor already is up 
in arms over the report of Mr. 
Brownell’s committee and, as a 
matter of course, not a few poli- 
ticians are echoing the labor com- 
plaints. Senator Sparkman’s 
Small Business Committee has 
held hearings on the report and 


has learned that small business,. 


(Please turn to page 206) 
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as represented by its substantial 
and active Washington lobby, 
seems to feel no worry about 
merger and monopoly whatever. 
Senator Kefauver has bitterly 
criticized the report saying that it 
was prepared not by an unbiased 
committee but by what amounted 
to an Administration lobby. Sena- 
tor Kilgore of West Virginia, 
Chairman of the Senate Com- 
mittee on the Judiciary, has an- 
nounced that he will conduct a 
full-scale investigation of anti- 
trust law enforcement. Other 
politicians, many holding influen- 
tial positions, have attacked the 
report and what they regard as 
the more or less supine attitude 
of the Administration in the 
matter of anti-trust prosecution. 

While labor leaders and labor 
politicians can be expected to be 
very articulate in criticism of 
trusts and mergers and Govern- 
ment policy, such general officers 
of the labor movement as Walter 
Reuther will not be in the fore- 
front of any battle against the 
trusts. Mr. Reuther has made it 
clear that he believes in large 
concentrations of business. He 
believes that businesses not large 
enough to grant such labor de- 
mands as the guaranteed annual 
wage do not deserve to survive in 
our modern economy. He can deal 
more rapidly with great corpora- 
tions than with a multitude of 
small ones. While the 13,000 
shares of stock which Dave Beck, 
the Teamster, recently agreed to 
vote in support of Sewell Avery 
in the Ward Montgomery proxy 
struggle is a very small drop in 
the bucket, it has served as a 
signal to other unions, to other 
holders of Ward stock, individual 
and corporate. 

The Attorney General nor any 
other law officer of the Federal 
Government can or will say in 
advance what attitude will be 
assumed as to a corporate merger 
or any other business move. A 
situation must be presented in 
being before the Government’s 
position can be known. No ad- 
vance approval can be given. But 
historical trends and policies can 
be discerned and, _ especially, 
changes in such trends and poli- 
cies due to conditions, temporary 
or otherwise. 
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Next door to the Department 
of Justice Building at Washing- 
ton stands The Archives Build- 
ing. On it is carved in granite 
“Study the Past.” 

In 1887 President Cleveland 
appointed a commission to study 
the financial obligations of west- 
ern railroads to the United States. 
This commission reported that the 
Central Pacific was not good for 
its debt without the credit of its 
brother line, the Southern Pacific. 
A Senate Committee recom- 
mended that the joint railroad 
systems be regarded as one so 
far as the debt was concerned. A 
funding arrangement was ap- 
proved by the President of the 
United States. 

But in 1917, in the Wilson 
trust-busting fever, an anti-trust 
suit resulted in a Supreme Court 
decree dismembering the Central 
and the Southern Pacific. Con- 
gress entered the situation with 
makeshifts but it was not until 
1923 that the Interstate Com- 
merce Commission, acting under 
a direct mandate from Congress, 
decided that the Central Pacific 
and the Southern Pacific should 
remain under “common owner- 
ship, control and management in 
the public interest.” (Incidentally, 
the last of the Central Pacific debt 
which occasioned the first concern 
over the situation, had been paid 
off in 1909.) The Government 
used what, in that case, might be 
called iron horse sense. 

Aside from political eruptions 
against the evil of monopolies, 
the American people have lost 
their fear of bigness in business 
and realize that they are in many 
cases the great gainers. Big Busi- 
ness has reduced more prices than 
it has increased. Without Big 
Business, the public would not 
enjoy one tenth the improvements 
now in hourly use. General Motors 
alone employes 20,000 engineers, 
metallurgists, chemists, physicists 
and other technicians whose dis- 
coveries have resulted in the em- 
ployment of tens upon tens of 
thousands of workers making 
things which the day before 
yesterday did not exist! Other 
great business aggregations tell 
the same story. 

It would be difficult to find a 
more luminous example of the 
change in public feeling toward 
Big Business than in the circum- 
stance that a chain of food stores, 
the type of store closest to the 
pocket of the citizens, fears no 
evil but only pride in calling itself 
The Giant! —END 
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services, contracts for perishabk 
goods, for commodities regulate 
pricewise by a government agep. 
cy, or short-term (30 days or less) any 
agreements. Contracts “classified” 
for security reasons are also ey. 
empted, as were contracts per.§ T! 
formed in Alaska or elsewher§)} 
outside the United States. 

The 1951 Act overlooked on ) 
important feature which industry usec 
urgently wanted, an exemption off dust 
contracts and subcontracts forf ing 
“standard commercial articles,” 
During the Senate Finance Com-§ be | 
mittee consideration of the Housel con' 
bill, the National Association off the 
Manufacturers submitted a state § acct 
ment urging, among other things, mer 
the inclusion of the exemption} pric 
where, in the opinion of the Board out 
in individual cases, competitive tra 
conditions affecting the sale off wit 
the articles are such “as will rea-§ che 
sonably protect the Government] the 
against excessive prices.” NAM{|the 
said the wartime laws had given § qu! 
the Secretaries of the procure-§ def 
ment agencies discretionary au- 4 
thority to exempt these articles, § ‘a 
but that a definite mandatory ex- § &é 
emption should be in the 1951 law. § the 

The extension of the 1951 Act, § er 
last September, centered princi-§ h 
pally on this “standard commer: 
cial article” feature. The contrac- 
tor was instructed to file with the 
Board information in support of 
his claim for exemption, and the he 
Board had to rule within six 
months after the filing on whether § 4, 
the claim for exemption would be 
allowed or denied. In case of n0 § 4), 
action, the exemption applies. 

In addition to the raising of the } ¢,, 
floor to $500,000, the 1954 exten- J y, 
sion brought prime contracts un- § x. 
der the partial exemption for new § p, 
durable productive equipment}, 
previously restricted to subcon- 
tracts. 

Several bills have been intro- § y, 
duced in the present congress, § 9 
extending renegotiation without § ), 
change for one or two years. 01} 
the House side, Congressman Jo- | }) 
seph L. Carrigg (Rep-Pa) put 10 [ », 
H.R. 2004 on January 11 for 4] 
one-year extension, then on March } ¢ 
14 introduced H.R. 4881 for 4] y 
two-year extension. Representa- | t 
tive Dan Reed (Rep-NY), now | t, 
the ranking Republican on the} p 
Ways and Means Committee, of- } ¢ 
fered H.R. 4694 on March 7 for } 9 
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4 two-year extension. Ways and 
Means Chairman Jere Cooper 
(Dem-Tenn), also offered a two- 
year extension on March 15 in 
HR. 4904. The Ways and Means 
Committee has already received 
sme comments from industry 
about continuation of renegotia- 
tion which may be incorporated in 
any legislation to come, and will 
hear from the Renegotiation 
Board shortly. 

The President’s message on 
March 4 urging a two-year exten- 
sion of renegotiations contained 
many of the standard arguments 
used by its proponents: that in- 
dustry lacks experience in produc- 
ing complex military equipment; 
that alterations must frequently 
be made during the life of the 
contract; that it is impossible for 
the supplier to forecast his costs 
accurately and for the govern- 
ment to negotiate a firm and fair 
price at the time the order goes 
out; that increased use of subcon- 
tracting without direct contracts 
with the subs requires a careful 
check on costs at that level; that 
the build-up to 137 air wings with 
the latest supersonic aircraft re- 
quires new equipment lacking 
definite cost-price relationships; 
and that the standard commer- 
cial article feature and the other 
exemptions of the 1954 law lessen 
the burden on industry and con- 
centrate renegotiation in areas 
where it is most needed. 


Renegotiation Board’s Attitude 


Until the President sent his 
message urging extension of the 
Act, the Renegotiation Board 
maintained a discreet silence on 
the question of continued author- 
ity. As long as Congress provided 
the money for their staff to handle 
its case load, they could stay aloof 
from the Capitol Hill problem. 
Now that the Administration has 
stated its position, however, the 
Board will urge Congress to give 
a favorable answer to the query 
constantly confronting every gov- 
ffnment agency: “Whither are 
we headed?” The peculiar nature 
of their work, involving a back- 
log which is not open to criticism, 
puts them in a much more envia- 
ble position than the other bu- 
teaucrats who constantly have to 
justify their existence before 
Congress. As the House Ways and 
Means Committee does not plan 
to hold public hearings on the ex- 
tension bill, the attitude of the 

oard will have to be conveyed in 
executive session, and may not be 
outlined publicly at all. 


APRIL 30, 1955 


The Tax Court records are pub- 
lic, however, and a survey of Re- 
negotiation dockets in the Court 
provides some pertinent facts. Of 
918 cases since it was given the 
renegotiation review responsibil- 
ity, decisions have been handed 
down in 121 cases; 98 are still 
pending and the other 699 have 
either been dismissed through set- 
tlement by the parties or closed 
in other ways. Of the 121 deci- 
sions, 41 made no change in the 
Board’s finding, 57 reduced the 
refund, 12 wiped the contractor’s 
obligation out entirely, and the 
other 11 were dismissed on the 
ground that the Court did not 
have proper jurisdiction in the 
case. Almost without exception, 
these cases have been centered on 
the issue of salaries allocable to 
the government work. Basic ma- 
terial or factory labor and other 
costs were seldom in dispute. 

The Vinson-Trammel Act, lim- 
iting profits on construction of 
ships to 10 per cent and on air- 
craft to 12 per cent, has been the 
subject of a very recent hassle. 
Passed in March, 1934, this law 
had been suspended by the Rene- 
gotiation Acts of 1948 and 1951. 

There are many other matters 
to be straightened out when Con- 
gress faces up to the extension of 
renegotiation. 


Conclusion 


This somewhat exhaustive 
analysis of the many features con- 
nected to renegotiation is worth 
the consideration of businessmen 
and investors for the wealth of in- 
formation on many of the details 
of the operation of this rather 
unique method of siphoning off 
what the government considers 
excess profits. So far as the cur- 
rent situation is concerned, there 
undoubtedly has been a good deal 
of apprehension among holders of 
stocks specifically identified with 
the defense industries lest too 
large a share of profits be penal- 
ized. The reaction to this de- 
velopment has already been wit- 
nessed in the rather sharp decline 
which has more recently taken 
place in the price of some of the 
representative issues. However, 
renegotiation policies likely to be 
applied in 1955 and 1956, the 
years under consideration, should 
be far less rigorous than those in 
force during World War II. If 
that assumption should prove 
true, holders of defense stocks 
would have less reason for appre- 
hension than they are now ex- 
hibiting. END 





* Manufacturers of 
! FEE 


AMERICAN 22" 
=? ENCAUSTIC 
= TILING c: 














B28 ae 
= COMPANY, INC. 3 
gz COMMON STOCK DIVIDEND zs 
=z Declared April 20, 1955 Em 
+ 15 cents per share He 
38 Payable May 27, 1955 oa 
za Record Date May 12, 1955 + 
a America’s OLDEST Name in Tile ‘3 
Basanscacaseeesseeee eee eeeezee 








Uniteo States Lines 
Company 


Common 
Stock 
DIVIDEND 





The Board of Directors has authorized the 
payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per share payable 
June 10, 1955, to holders of mmon 
Stock of record May 27, 1955, who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 








U C 

Unton Carsive 
| AND CARBON CORPORAZION 
| 

| UCC 

| A cash dividend of Fifty cents | 
| (50¢) per share on the outstanding 

| capital stock of this Corporation 

| has been declared, payable June 1, 

1955 to stockholders of record at 

| the close of business Apr. 29, 1955. 





KENNETH H. HANNAN, 
| Vice-President and Secretary 

















DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors 
today declared a quarterly 
eash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able June 3, 1955, to stock- 
holders of record at close 
of business April 26, 1955. 





c. L. SWIM, 


Aprii 12, 1955 Secretary 











FREE CATALOG 


Listing hundreds of bargains in business, farms, 


and property for sale throughout U.S. Deal 
direct with owners, Limited issue—hurry! U.I 
Buyers Digest. Dept. D-1006—5617 


Blvd., Los Angeles 28, Calif. 


Hollywood 
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ae 
The ARO EQUIPMENT CORP. 


Bryan, Ohio 


Quarterly 
Dividend Notice 


The Board of Directors has 
declared a quarterly dividend of 
30c per share in cash plus 10c 
extra in cash on common stock, 
payable July 15, 1955 to share- 
holders of record at the close of 
business on June 24, 1955. 


L. L. HAWK 
Sec.-Treas. 
April 14, 1955 
= 

















AMERICAN & FOREIGN POWER 
COMPANY ING. 


TWO RECTOR STREET. NEW YORK 6, N.Y. 


COMMON DIVIDEND 


The Board of Directors of the Company, 
at a meeting held this day, declared a 
quarterly dividend of 15 cents per share on 
the Common Stock for payment June 10, 
oo to the stockholders of record May 10, 
955. 


April 22, 1955 


H. W. BALGOOYEN, 
Vice President and Secretary 














The Trend of Events 





(Continued from page 148) 


face, may be more attractive than 
that obtainable on the superior 
type of stocks. By the same defini- 
tion, the higher-grade issues nor- 
mally offer a lower ourrent return 
but this is not considered a deter- 
rent by sophisticated investors 
who have their eyes fixed exclu- 
sively on long-term potentials. 

This rather lengthy explanation 
may help to clarify the reasons 
for the discrepancies between the 
yields on high-grade as compared 
with those of a lesser quality. At 
the same time, it may serve to 
teach investors that potential val- 
ues are more important than cur- 
rent prices. 

The basic reason for invest- 
ment in stocks is to enhance, as 
well as to protect, capital. For its 
fulfillment, this must necessarily 
presuppose that long-term consid- 
erations will prevail over short- 
term. Once this is well understood 
by investors, many of the common 
errors attached to the short-term 


view on investments can be 
avoided. —END 
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What First Quarter 
Earnings Reveal 





(Continued from page 159) 


shares of stock outstanding 
against net income of $3.9 million, 
or 70 cents a share on 5,397,000 
shares outstanding. In the corres- 
ponding period of 1954, sales were 
$50 million, indicating the gen- 
erally strong upward trend this 
company has been enjoying with 
respect to sales. To enlarge the 
production base of the company, 
some $40 million will be spent in 
the next two years for new kraft 
paper and board machines at miils 
at Jacksonville, Florida and Ta- 
coma, Washington. Further, the 
company plans to acquire Pollock 
Paper Corp., manufacturers of 
waxed paper. Earnings dropped 
off last year from $2.91 a share in 
1953. to $2.62 a share. This was 
largely accounted for by an in- 
crease in accelerated amortization 
charges under certificates of 
necessity on the Pensacola and 
Jacksonville kraft mills and the 
Kalamazoo Panelye plant. These 
charges were $3.3 million above 
normal depreciation. It is stated 
by the company that the effects 
of accelerated amortization will 
be felt on earnings through 1957 
when the certificates of necessity 
will expire. The dividend has been 
raised to 45 cents a share quarter- 
ly, making total payments of 
$1.5714 cents a share in 1954 com- 
pared with $1.25 a share in 1953. 
On the basis of the projected 
$1.80 annual dividend, the rate 
at which payments are now being 
made, the yield at the current 
market price of about 40 is 4.5%. 


GENERAL TIRE & RUBBER 
CO. — Sales for the first quarter 
were greatly expanded over those 
for the corresponding period of 
1954. They were $63.7 million 
compared with $44.1 million. 
Earnings were $1.62 a share on 
net income of $2.2 million com- 
pared with $1.46 a share on ap- 
proximately the same amount of 
outstanding stock — 1,243,000 
shares — on net income a year 
ago of $1.8 million. Total sales 
volume for 1954 was $216 million 
and, according to the chairman, 
1955’s sales are expected to rise 
by the impressive figure of 40%. 
As a result of the demand for the 
company’s products, plants are 
operating practically full-time, in- 
cluding alternate Sundays. Earn- 
ings for 1954 were $4.30 a share, 





including operations from radio 
and TV and, if foreign earnings 
were included, would have 
amounted to $6 a share. On the 
basis of first quarter 1955 earn. 
ings, and the outlook for higher 
sales, earnings should reach close 
to $7 a share, excluding foreign 
operations. At the current price 
of 58, the stock yields 3.4% on 
the $2 dividend. 


AMERICAN-MARIETTA (CO, 
— After adjustment for the 2-for. 
1 stock split authorized February 
1, 1955, earnings for the three 
months ended Feb. 28 (fiscal year 
ends November 30) were 50 cents 
a share, compared with 30 cents 
a share in the same period last 
year. For the full year, ended 
Nov. 30, 1954 earnings (adjusted 
for the split) were $1.93 a share, 
excluding the class B common 
stock. Sales for this important 
concern in various areas of the 
building industry, especially in 
cement have shown a strong up- 
ward trend since the ending of 
World War II, rising from $19.4 
million in 1946 to $120.7. million 
in 1954. The continued strong de- 
mand for building and construc- 
tion products indicates that the 
remaining three quarters of the 
year will provide sales on a rising 
scale and that earnings will forge 
ahead. On the basis of the first 
fiscal quarter reported, earnings 
should reach at least $2.50 a share 
on the split stock. Dividends are 
being paid at the rate of 20 cents 
a share on the new stock, equiva- 
lent to 40 cents a share on the 
old which paid 35 cents quarterly. 
At current prices of about 27, the 
yield is 3%. 


NATIONAL BISCUIT CO. — 
Though sales increased in the first 
quarter to $94.2 million from 
$88.7 million in the corresponding 
period of last year, net profit 
declined from $4.6 million, or 66 
cents a share to approximately $4 
million, or 56 cents a share. The 
decline is attributed to expendi- 
tures incurred in connection with 
the development of new products, 
and also to increased promotional 
costs. It is believed that these ad- 
ditional costs will be absorbed in 
the course of the year and that 
total profits should equal those of 
last year, when they were $2.85 
a share. Stabilization of raw ma- 
terials used in manufacturing the 
company’s variegated products 
should permit retention of the 
customary profit margin. At the 
current price of 48, the yield 1s 
4.6% on the $2 dividend. —END 
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An Important Message To 
Investors With $20,000 Or More 








Foc this new era of industrial science—of dynamic investment opportunity—we offer you the 
most complete, personal investment supervisory service available today. 


Investment Management Service is designed to help you to own shares of companies that will 
P\CE THE NATION’S GROWTH . . . leaders in electronics, aerodynamics, “push-button” pro- 
duction . .. prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 
you ean share in huge profits to flow from our coming network of “throughways,” the St. 
Lawrence Seaway and other vast projects .. . from Canada’s boom , . . from the host of new 
products, metals, chemicals, techniques . . . ALL WITH DEEP INVESTMENT SIGNIFICANCE. 


with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
re ort—analyzing your entire list—taking into con- 
eration income, safety, diversification, enhance- 
nt probabilities—today’s factors and tomorrow’s 


investments. 


s 


= 


cai Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save——to make money. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account... advising retention of those most attrac- 
tive for income and growth .. . 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
se°urities and make substitute recommendations in transaction and help you to minimiz: your tax lia- 
companies with 1955 outlook and longer term profit bility under the new tax provisions. (Our annual fee 
potentials, is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


preventing sale of > a : 
Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 4 1P IP R 
constant observation of a trained, experienced Ac- ae Sreene rogress Neports: 


count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 

When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amount of income it 
has produced for you. 





Investment Management Service has prospered by earning the steady renewals of its clients 
(many have been with us 5, 10, 15 and 20 years)—through actual results that have proved 
our counsel to be worth many times our fee. You owe it to yourself to investigate our Service. 


Full information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 
can benefit you. 











INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine or Watt Street. A background of nearly forty-eight years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 
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End of a perfect cigarette 


The cigarette is Lucky Strike. Every day it 
gives millions of smokers just what they 


want from a cigarette . . 
able taste. 

That taste would be spoiled, however, if 
pieces of the tobacco kept falling into the 
smoker’s mouth. For this reason scientists 
in the Research Laboratory of The American 
Tobacco Company pay a good deal of at- 
tention to the ends of the cigarette. 

One way they guard against “‘loose ends”’ 


. a perfectly enjoy- 


is by testing Luckies on a loose ends machine. 
The cigarettes are tumbled vigorously in a 
metal drum for a prescribed period of time. 
Then any tobacco that has been shaken 
loose by this rough treatment is carefully 
weighed. Only a minimum amount is toler- 
ated. Thus, Luckies are kept singularly free 
from loose ends. 

This laboratory operation, like hundreds 
of others, helps preserve the matchless 
quality of Lucky Strike cigarettes. 





FIRST IN CIGARETTE RESEARCH 





